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1 THE CHAIRMAN: Mr. Secretary, I think we might 
2) put this session to work. Do you have anything to say 
3 to us before we start? 


4) THE SECRETARY: Indeed I have, Mr. Chairman. 


5| I think it is most fitting while we are here in the 


6| capitol of The Yukon Territory to take the opportunity 


7|| to read into the record two resolutions from The Yukon 
8 Territorial Council. 
When I arrived here Mr. Taylor, the Clerk of 


the Council, gave me a certified copy of a resolution 


11| which had been passed last year in November of 1962. 
Then, as you know, we received in our office in Ottawa 
13 on June 4th of this year a further resolution. 

14 I would like to read these resolutions into 


15| the record, Mr. Chairman, with your permission. 


16 THE CHAIRMAN: By alli means. 
7 THE SECRETARY: This is a certified true copy of — 
‘al Motion #4, Re: Federal Taxation Regulations, dated 


| November 26th, 1962; moved by Mr. G. O. Shaw and seconded © 
20| by Mr. R. McKamey. | 
91 | coo-Motion #4 read into record. 


22) I would like to enter this document into the 


33 | record as Exhibit Number 95. 


24 | EXHIBIT Number 95: Certified true copy of 
Motion #4, Re: Federal 

95 | Taxation Regulations, dated 
| November 26th, 1962. 

ris THE CHAIRMAN: Thank you, Mr. Secretary. The 
; 

ae other is a separate Exhibit? 

| THE SECRETARY: It is, Mr. Chairman. On June 

29° 


| kth, 1963, a letter was sent to you, Mr. Chairman, from 
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) : Wan Letter dated June 4th, 1963, read into record. 
j Mr. Chairman, I would like to enter this 
| ) 
| original letter into the records as Exhibit Number 96. 
| EXHIBIT NUMBER 96: Letter dated June 4th, 1963, 
6 | from Mr. H. J. Taylor, Clerk , 
| of The Yukon Council, to The | 
7 Chairman. : 
3 THE CHAIRMAN: Thank you, Mr. Secretary. Now | 


;| we have some participants before us today. Would you 


| 
10| proceed to introduce them? | 
u THE SECRETARY: Mr. Chairman, we have received all 
12) brief from The International Union of Mine, Mill and | 
13| Smelter Workers (Canada), which is to be presented to us | 
14) here in this capitol. 

15 | Mr. H. Murphy, who is National Vice-President of 
16. the Union, will speak to the brief. Mr. Murphy is here 


17 this afternoon and he will introduce the other officers 


13| of the Union who are with him. 


| I would like to enter this brief into the heterds: 
20, as Exhibit Number 97. ; 
21 Submission | 
2 by | 
23 The International Union | 
24 of : 
25 Mine, Mill & Smelter Workers (Canada) | 
26] APPEARANCES: | 
27) Mr. H. Murphy International Vice-President, Vancouver 


28 | Mr. W. Berezowski National Organizer, Edmonton 7 
29) Mr. R. Stevenson National Publicity Director, Toronto. | 
30 | | 


| 
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THE CHAIRMAN: Thank you, Mr. Secretary. Good 
day, Mr. Murphy. Before you introduce your visitors to 
us I would fire Mirage tn Commission to youe I might 
say that we are delighted to be in the Takers For all 
of us this is the first time. We would not have been 
here but for you and we thank you for that particularly. 
We are looking forward to discussing your submission 
with you. We have all read it and it does not need to 
be read into the record. We would be delighted if you 
would care to speak to it or amplify it or summarize 
ite 

First of all, would you introduce your 
associates? 

MR. MURPHY: Thank you, Mr. Chairman, and 
Iembders of the Commission. 

I wish to introduce Mr. Stevenson of Toronto, 
who is Publicity Director; our National Organizer, Mr. 
Berezowski; a member of our Executive, Mr. Mills; Mrs. 
Hanley from Cassiar Asbestos; Mr. Backmeyer, one of the 
truck drivers with Yukon Transportation; Mr. Hanley from 
Cassiar; the Secretary of our Local at Keno Hill; Mr. 
Lee Carter, one of the transport men. 

Mr. Chairman and Members of the Commission, I 
also appreciate the fact that this Commission travelled 
to the far North, the Yukon. 


I am quite sure that in the future we in Canada 


| will hear a lot more and depend a lot more upon the 


resources of this greathNorth. 
The Organization is a National Organization of 


miners and smelter men. As a National Organization 
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| 
: 
| 
established throughout Canada we ourselves are seized | 
with the importance of drawing attention to the donditicns 
in the North and to present to your Commission our : 
thinking and views with regards to the situation 
prevailing here and in Yellowknife and the district that 
is being developed right around the Arctic Circle. 

There is too much romantic talk about 1898 and 
people are liable to forget that Robert Service and his 
fine stories of the north while they are very good 
reading represent a different period and that the north 
is one of the great storehouses of Canadian wealth and 
it has not been taken out in the pokes of the miners who 


came up here first. 


Now our Organization has some general views with 


regards to the mining industry as such and we are part of 
that industry, we have collective bargaining agreements 
with various Companies throughout Canada and we are 


vitally concerned with what is taking place, particularly 


| 
in the future. 
We have some general statements on that and some 
proposals that we are submitting to your Commission, As 
the major labour organization in the north we have made 
many representations to Ottawa and to the Government of 
the Territories with regard to social legislation, labour 
legislation, and above all the efforts we are making to 
remove discrimination that is being suffered today by 
the people here who have to work here and want to establish 
their homes. | 


They are up against a real situation. We 


developed this in our brief through actual figures of the 


n 
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cost of living, the cost of transportation, the 
difficulty of establishing housing, and the special 
discrimination suffered by the people in the North. 

We have great hopes that the native population 
will be drawn into industry and that it is moving away 
from the semi-primitive conditions and moving forward 
into industry and industry can be developed. 

Ours is a submission along the lines of the 
resolutions of the Yukon Territorial Council. Recently 
Mr. Eric Neilson, the Member of Parliament from this 
area, raised this question in the House, Seune with 
the budget....-l am satisfied with the terms of reference 
of this Commission. I am referring to that reference: 
The means whereby the tax laws can best be promulgated 
to encourage Canadian ownership of industry without 
discouraging the flow of investment funds into Canada. 

I would also refer to the remarks made by 
Mr. Bell in dealing with the structural deficiencies 
of the whole of the Federal Tax structure to make 
recommendations for changes designed to remedy these 
faults and the wide territory that is mapped out for this 
Commission in dealing with taxation and how taxation 
policies can be used to develop the future of this 
industry. 

You will have submissions from the Mining 
Associations, from the Canadian Labour Congress, from 
various organizations that are concerned. I Big in 
dealing with the problems that we face I can speak from 
actual experience. It is not only just coming into 


Whitehorse or Yellowknife for a few days and observing 
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conditions but it is actual experience of the past 
twenty years meeting with management, working on 
collective agreements and trying to establish conditions 


whereby we can provide for the working man who comes 


here to work._ 

It is our aim to establish homes and remove 
the curse of this industry, transient labour, and the 
high cost of transportation. We have to find the ways 
whereby men can establish homes and bring their families 
here and develop families. 

As our brief points out the Federal Government 
has provided the civil servants working for the 
Government with a special northern allowance covering 
housing, covering transportation, isolation, and so on. 
That means in many cases more than is paid in wages to 
the local civilian truckers who are not working in the 
public service but working for private employers. 

We have studied ways and means of bringing about 
some recognition of their special conditions and that 
is why we have proposed there should be an income tax 
allowance as one means of doing this sco that the men will 
stay here and have a future to look forward to. 

Now recently there was a Northern Development 
Conference that was largely attended, called by The 
Board of Trade, and present were labour representatives, 
representatives of various Companies, Mr. Norman 
| Robertson, who is the Deputy Minister of Northern Affairs, 
| and banking interests. 

At this conference we had engineers and 


prospectors paint a picture and produce papers to show the 


i en 
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tremendous resources that are up here that are not 
being developed, the tremendous oil deposits, the 
tremendous iron ore developments. We know from our own 
experience in the mines that are producing silver and 
other base metals that there are others that can be 
established here. There are the great asbestos deposits 
that are being mined just along the border here in 
Cassiar. : 

We have found that the one thing that is holding 
the whole country back from development is the refusal 
to fabricate and smelt and refine these ores and the high 
cost of moving them to smelters and refineries. 

I would just point out this: The tremendous 
Cassiar deposits are mined at Cassiar. They are milled 
there in their raw state; they are trucked to Watson Lake, 
very expensive haulage; they are loaded on the Skagway 
Railway and travel right around the Paaama Canal and are 
fabricated in Pennsylvania. Naturally only the richest 
and best fibres are sent because of the high cost of 
movement. Yet these fibres can compete! Now just imagine 
if these fibres were fabricated here in Whitehorse or in 
this area. Instead of it being largely a seasonal 
operation it could be a source of employment for a large 
number of the youth and women who are not adaptable to 
mining but who have to live in the Territory. That is 
just one example. 

Now dealing with this industry, the mining 
industry, I would speak with my knowledge that as long as 
it awaits this country will be held back because all 


these ore bodies being blocked out and staked are being 
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held in reserve until they can be used by some foreign 
country. It is dependent on Japanese industry or the 
United States. 

In our brief we devote considerable attention 
to this question and, Mr. Chairman and Members of the 
Board, this Union had this problem several times in the 
last twenty years. Take, for instance, our proposal 
submitted to the Government with regard to gold when 
the price of gold became fixed by the United States at 
$35.00 an ounce and gold mines were going out of 
existence, or continued in existence and only mined high 
grade and were leaving the rest under ground. We made 
representations at that time to the Government. Whole 
towns like Kirkland Lake and Timmins were affected. We 
have a couple of gold mines left in British Columbia in 
this Western country. The Government of Canada saw fit 
to save the comminities with ten or twelve million 
dollars a year as subsidies to this gold mining industry. 

Now along the same lines and dealing with this 
industry, because it is largely foreign owned and they 
don’t have a stake in the country and because they do own 
other fabricating plants in the United States, the policie 
that we are up against as an industry are quite enormous 
with them encouraging export from Canada of concentrates 
and putting extra tariffs and obstacles on the importation 
| from the United States of the refined lead, zinc, and 
sulphur. Their policy is geared to have the very 
| opposite effect to Canada’s. 
Now as our brief points out Canada makes a very 


| generous allowance for depletion, a free three year tax 
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period, but does not specify any measure of fabrication 
or refining or smelting and naturally that works to the 
detriment of this country's future development and its 
industrial development. 

In dealing with this question in our brief we 
have put forward policies that the Government of Canada 
could use with regard to taxation, which should be a 
mission to develop Canadian jadiieadicnan and not 
dependence upon foreign industry. 

Today we are developing big open pit mines on 
the west coast of Vancouver Island and British Columbia 
and here and the ships come right up and load right from 
the mine in concentrate form iron ore, copper, lead, and 
zine and ship directly to Japan. 

Let me just read you the figures from the 
| report made by the mining association to a meeting of 
| the mining representatives. He states that in 1952 
| 8,094 men in the mines plus 1,516 men employed at 
| concentrators produced principal metals (gold, silver, 
| copper, lead and sinc) valued at $134,606,323. In 1960 
“| 3,741 men in the mines and 648 men in the concentrators 
| produced principal metals valued at $112 ,843,187. 
| The value of production per man employed 1902 was in the 
| order of $3,600 per annum. The value of production per 
| man employed in 1952 was in the orderof $14,000. per annum 
The value of production per man employed in 1960 was in 
: the order of $26,000. per annum. | 
Now with these open pits I would not be far off 
| in stating to you that per man employed in these 


industries we are producing about $40,000. a year in value. 
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Now we are producers. I don't need to tell 
you about the balance of payments and the difficulties 
we have in regards to the United States and paying for 
cur imports. We are one Union that could produce 
another one hundred million dollars in acceptable 
currency to the United States. If the subsidy to the 
gold mines is correct, eleven or twelve million dollars 
put out by the Federal Government, what would it matter 
if we put out another twenty-five million and produced 
another one hundred million or one hundred and fifty 
million dollars? What we spend internally in the country 
ig not any big problem, it is what we import and our 
balance of payments is causing the difficulties. 

Now in the same light I would say with regards 
to Governmental policies with regard to taxation can it 
be left to private industry when it has not got an 
interest in developing Canadian smelters and refineries 
or fabricating? The United States makes it very easy 
for us to import concentrates but makes it mich more 
difficult to import refined metals. 

Our Union is an International Union and some 
of these things that we come up against are in conflict. 
I can understand my Brothers in the United States 
demanding tariffs. The mills and smelters down there are 
dependent upon foreign imports to keep going. We have 
distinct Canadian interests and that is why we have 
spent so much time in outlining the position of the 
Union as an autonomous Canadian Union that can make 
decisions for the membership and for the interests of 


Canada. 
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We watched the development of mines in South 
America and it has been largely developed by Government 
capital, by the United States through various so-called 
Marshall plans. It has taken millions of dollars to 
develop the mining industry in Chile and Mexico and so 
one They put barriers against that production coming 
into the United States but the same production goes into 
the markets of the world and wey ce Canada. It is 
largely financed by the United States Government. There 
are advances made to Anaconda and other large mining 
companies. These policies are being pursued. 

Our taxation structure is loaded against 
smelters and refineries, secondary industry. Why should 
it be? 

I would like to point this out...A&t this 
Northern development conference we had a paper produced 
by Mr. Je Pe R. Wadsworth, Vice-President and General 
Manager of Canadian Imperial Bank of Commerce. He spoke 
very plainly as to the reason. I wish to quote from page 
four of this paper....l understand since that time he 
was made President. I dontt know whether this speech had 
its effects! He is dealing with this industry in the 
north and he points out: 

al It is important that there be long-term 
commitments in connection with the properties to be 
developed and such commitments ought to be ona 
basis not likely to be altered by the legislation 
of successive governments. In other words, to 
encourage the flow of funds to the Far North to 


develop resources, firm assurance is needed that 
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favourable conditions for the development of 
large bodies of raw materials will be provided, 
will continue to exist and will not be amended 
or altered by taxation or other measures in the 
foreseeable future.” 
Now that is quite a condition and in order to 
get The Canadian Imperial Bank of Commerce to invest 
in here they have to have assurances I don't believe any 
Government can give them. They must guarantee them and 
they will not be altered by legislation in the future. 
Under such conditions there won't be much capital coming 
in here to develop the great potential of this north 
country. 
Now I should not, as a representative of this 
Union, in any way object to the fact that mines have been 
opened up and provide employment to our members but we | 
have got no future because this can change according to | 
policies made outside this country, that is if a | 
settlement ever comes in the Far East and they can obtain 
iron and copper closer to home. We are dependent upon | 
the status quo being maintained. These mines could becone 
useless and our jobs would be gone and the communities | 
built around the mines would be gone. | 
I had quite a bit to do in Elliott Lake. I was | 
there when it first opened up. Mr. Stevenson here was | 
there. It was just bush and a modern city was built and | 
fifteen thousand men brought in. There was a wonderful 
modern housing development, really something to see. 


We lived in the bunk houses and tents and went through th= 


mud and finally became built up and the orders ceased. 
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We were dependent upon an order made in the United 
States. The petal stars and debentures were all 
guaranteed against loss. Even today the orders are 
spread out and they are guaranteed. There were quite 
a few millionaires made righ result of it but the poor 
workingman that came in and took the risk in the new 
development, his savings went into the homes and 
furniture and it was closed up. 

I had the personal experience of being in 
Uranium City and I watched when several Union mines 
shut up there. They shut up in the winter or spring 
and air transport was the only way in and out. fou 
would see homes fully furnished and when the river 
opened up they just turned the keys and hundreds of 
miners left. 

In this connection our brief spends considerable 
time on risks to the mining companies. There are 
provisions made to guarantee their capital. They speak 
a lot of risk but they have a three year tax free 
operation and then afterwards depletion allowance, costs 
for development and all that. They get a taxation 
allowance. The fact is it gripes us - the manager lives 
in his house up there, with his cost of production 
covered by income tax - the manager*s house, the staff 
houses that house their crew, but we build a shack there 
and we get no tax allowance and our wages are taxed 
like anybody else's in Canada. What fairness is there 
in that? 

The workers now buy cars because there is no 


transportation. The manager's car is a cost of 
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production. In fact if he meets us down here and buys 
a bottle of whiskey that will be in his expense account, 
not in mine. I should like something to be done about 
this situation. 
I will read you a report from The Northern 
Miner: 
"$2.5 Million Windfall for Mining Cos. 
Canadian mining companies, it appears, 
will be on the receiving end of a $2,500,000 
rebate in sales taxes that they have already 
paid on purchases of rock bolts used to support 
loose rock in the roof of mine workings. This 
welcome windfall comes as a result of a 
decision handed down by the Exchequer Court last 
week that rock bolts are a safety device and 
therefore not subject to sales tax. The 
Government has 30 days in which to enter an 
appeal if it so desires." 
Our miners who work have to buy their own safety 
shoes and hats and belts. We get no allowance for them 


and it is a condition of employment in order for us to 


live. We cannot include that in our income tax and our 
wages aa taxed like all workers elsewhere. 

I am dealing with the particular item in the 

| north and as it affects our members and affects all 


those that come in the future. We need an incentive for 


Vf -# 


. ’ ¥, 
| ( \' a) 
\ ‘ = | 
NO 


ANGUS, STONEHOUSE & CO. LTD. 16 
TORONTO. ONTARIO 


I have dealt with this question of taxation 
as it affects our membership. On what basis should 
wages be taxed? There is no criterion. You must take 
into account safety clothing, transportation, housing, 
and special conditions. It is one thing to tax a man’s 
surpluses and another thing to tax a mants profit. 

I would like to see some iheveveaiees by a Governmental 
body that will establish the amount necessary to live in 
health and decency for an average family in Canada 

and over and above that there be taxation. Why should 

a man be taxed or a family taxed if the income is less 
than is able to provide ordinary standards of health and 
decency? 

Certainly it is not based on the present cost of 
living allowance. That is where the inspectors go from 
house to house and take a cross-section of the people 
and ask them what they buy. It stands to reason...You 
buy according to the means you have. 

This income tax should be based on some standard 
Now is anybody going to say that two thousand dollars is 
enough or twenty-five hundred dollars for a family as the 
standard which it is allowed and a percentage above that? 

I am on salary and I work year-round. My wages 
in this Union are based upon work in industry. I have an 
average family of three living at home and I get $6,300. 
a year before taxes and I know how difficult it is. 

You take the average wages in this industry 
even where we work steady and have part of our Union 
that is employed in the Company on year-round work, for 


the last twenty years the average wage is the 
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highest paid in the industry, about $4,500. Nobody is 
too high on that. 

Recently I was on a visit to Scotland to the 
| Scottish Mining Industry, because of my experience in 


the coal mines in Canada. I saw developments there. 


The coal mining industry is generally in a crisis around 
| tie world. The Government of Britain has taken over 

| the mines and shut down hundreds of uneconomic operations 
ithe small ones. There was heavy capital required for one 
mine to build up while hundreds are shut down. It meant 
an investment of nimeteen million pounds and what 

private interest is going to do that? Yet Britain needs 
that coal industry. It is a heavy importer of fuel and 
they can use coal to develop electricity. This is the 
first year the Coal Board has reported a profit and the 
price of coal is actually going down. 

Our coal mining industry has gone out and we 
have the ridiculous situation in Western Canada where 
it is dependent on Governmental subsidies. Would you 
believe it, gentlemen, that it costs about $14. in 
subsidy to ship a ton of coal from the Crow*’s Nest Pass 
to Japan. If that makes sense I will eat it? 

So in the outlook of this industry I think our 
brief sets it out to the extent it can. We are not 
professionals. It is our first experience in dealing 
with taxation. My father is a worker in industry and 
never bothered about income taxes. It is a phenomenom 
that is new where the worker today plays quite a role. 
It is also a means whereby the Governmental intervention 


is necessary amcan be used. 
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This country will not be developed without the 
direct intervention by the Government of Canada and it 
will be necessary to produce future revenue and remove 
the heavy expenses of social assistance up here. I 
think if you would look through this Welfare Department 
here you would find a high percentage of deserted wives. 
There is a load of taxation because of social assistance. 
There are single men coming in who cannot establish 
homes because of the discrimination which exists with 
regard to the cost of living. This is a small item in 
our lives...Imagine paying sixty cents for a bottle of 
beer? Here is one little item. Can you imagine a 
Territory like this, with all this tremendous wealth to 
be developed, and one-third of its income is from the 
sale of liquor? 

This is our glorious North and what a feeling 
it must present to the people here when this situation 
prevails. We know that industry in Canada needs these 
tremendous resources. There is not anything to equal it 
in the world. There is not any place in this continent 
that can match stiles have in this country. 

The United States published the Paley Commission 
Report and it pointed out the future when these resources 
are worked out in the United States, when the Mesaba 
| Range goes, when the lead and zinc in the Tristate goes. 
We are sitting on the shelf until somebody can use us. 

I won't add anything more at this time. My notes 
explain some of the propositions that are embodied in our 
brief. I hope they receive your due consideration. 


Thank you very much. 
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THE CHAIRMAN: You have been very interesting 
indeed, Mr. Murphy, and I am certainly glad that your 
father'ts son decided to take an interest in taxation. 

You are extremely helpful to us. 

We have a few questions to address to you but 
before doing so I wish you would tell us a little more 
about your Union. You are a National Union and you are 
interested in the mining industry in all of Canada. You 
speak of Timmins and Sudbury and so on. You appear 
before us here because of your particular interest in 
the mining of the North. Is that correct? 

MR. MURPHY: Yes. 

THE CHAIRMAN: Roughly what size is your Union? 
How many members would you have? You are a Union that 
generally represents Canadian miners, I think. 

MR. MURPHY: Our Union is one of the oldest. 

The Western Federation of Miners developed in Western 
Canada and the United States. We organized the big mines. 
International Nickel is still in dispute with some other 
outfit that is trying to take it away meen us} 

Throughout the West we are organizing all these mines out 
here. The last figure was about thirty-two thousand 
hers. The smelters in the min®s are a special 
jurisdiction. 

Now we are one of the few Unions in Canada that 
| established a Canadian autonomy. We come into direct 
| conflict in policy, say, with Unions outside in the United 
| States and with our own members because of certain conflic 
| in national interests, although that was not the main 


reason we made different submissions. 
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They would project tariffs against refined lead 


and zine and we, of course, opposed it looking at the 


| national interest of the country. We established a 


Canadian autonomy so we were not subject to the 
International Executive Board and we elected our officers 
in Canada from the Canadian membership and we have a 
ois tayy cee od I think we have a copy here with 
the Commission. The constitution sets out very clearly 
that on no matter affecting Canada can the American 
Executive Board intervene. We are complete masters in 
our own home. That is one of the reasons why there is 
such conflict at the present time. We have deplored the 
fact that Canada is the one country in the world that has 
not got a trade union movement and can meet with the 
others on a basis of equity. 

I might state in this connection that I learned 
when I was in Scotland at the Scottish Miners Convention 
that although they are part of the United Kingdom under 
a National Coal Board the workers in Scotland have 
complete autonomy in their own Union. The same goes for. 
the miners in Wales. They don't have to take any 
instructions from abroad and that is one characteristic 
of their Union. That is why I think we can make a 


presentation that might be in conflict with those across - 


| the line. 


THE CHAIRMAN: Thank you.. 
COMMISSIONER WALLS: Mr. Murphy, I have a few 
questions I would like to put to you mostly dealing with 


the position of yur members, the individual miners, 
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the position of yam members, the individual miners, 
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rather than dealing with the section of the brief 
dealing with the Companies. 

The first thing that interests me is on page 
, 8 where you give various scales of wages. I note there 
is quite a divergence in rates between the two 
Territories, the Yukon Territories and the Northwest 
Territories. 

If your Union negotiates in beth areas, and on 
tou page dealing with the cost of living ic ctéce 
comparable, why do you negotiate a lower wage scale 
generally in one Territory than the other? 

MR. MURPHY: That is a very good question. 

Our Uniog is based on autonomy in each Local Union. We 
are not mining one metal or the conditions of one metal. 
For instance, lead and zinc will be booming and we have a 
better bargaining position there, while at the same time 
in a gold mine the price of the metal is fixed and we 
have towns around there and these employers would not mi 
us going on strike, nor would our men vote to go because 
they will shut down the gold mine. 

Now there is also the area where we are in a 
position to bargain in British Columbia. Say it is 
Government supervised but each certification has to take 
its own vote and agree to the conditions prevailing in 
that area. The Union is in no position to call a strike. 

We have strikes going on now but we have not 
reached a standard wage because there are different 
methods and different prevailing methods in each 


locality. 


Up here the hours of work are not regulated. 
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You will find a man working seven days a week and the. 
seventh day will be time and a half and for us to cut 
down the hours to raise wages is impossible. There is 
no social life, there is no community life, suet bunk . 


houses and men. Some of these workers will work forty- 


eight hours and depend on overtime to make it up. 

COMMISSIONER WALLS: What is meant by incentive 
pay? 

MR. MURPHY: That is contract earnings...Certa 
miners working on piece work underground get paid accord- 
ing to the yardage or tonnage produced if they get into 
good working places. It is something used to get more 
production, 

COMMISSIONER WALLS: I notice in your contracts 
most of them contain bonus clauses, 

MR. MURPHY: That is for the miners. That would 
constitute one-third force. 

COMMISSIONER WALLS: In making this comparison 
with the Isolated Post Regulations of the Civil Service 
I notice that the average wage in the mines is five 
dollars a week higher than the Canadian average and you 
have additional benefit clauses. 

Is it not a fact that when you negotiate with 
your employers in this country you oe the Isolated Post 
Regulation as a means of getting a higher wage scale? 

MR. MURPHY: No, it has to be competitive with 
the rest of the mining industry no matter where it is 


located. We have raised this question several times in 


bargaining and they say if they produce lead cheaper in 


another place and their costs of production are 
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higher here and so forth...We haven't been able to use 
it nor has any other Union been able to use that 
argument. 

COMMISSIONER WALLS: A single ee in Whitehorse 
under the Isolated Post Regulation receives about 
$700. more. That is counting everything. With your 
higher . Wage over and above the Canadian average, 
plus the bonus clauses and other allowances would you not 
come fairly close to that? 

MR. MURPHY: Far from it. Mr. Chairman, I 
think the question here can be proven mine by mine. 
Where it goes above the Canadian average it is because 
of longer hours. I can produce agreements from down 
south, what we call "south", our miners in Kimberly 
receive $2.47% an hour and up here it is about $2.05. 
They have a bonus down there. That is the one we get 
miners underground. It is heavy, dangerous work and the 
life expectancy is less. I can produce to you the 
agreements, which are the results of our negotiations. 
Where it comes up here in the north it is because of 
longer hours. 

- They won't take into account the fact you 
establish a home and you have to send your children out 
to University and for dental care and special medical 
services. We have established in me agreements one big 
concession for the north and that is annual vacations 
and travelling allowance after so many shifts to stop 
them getting bushed, and it is easy to get bushed. 

Mr. Stevenson says you don't know what it means 


to be bushed. 
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; COMMISSIONER PERRY: You can get bushed living 

; in Toronto. 

: MR. MURPHY: I know from practical experience. —}- 
i That is why we are treating it as an income tax measure. 

5 Suppose I ask for a wage increase of a couple of thousand 

6) dollars to bring it equal with the Civil Service, those 

7 who are working for the Government as carpenters or 

8! electricians. That applies in Yellowknife. You have the 

9 


situation of one dollar difference an hour between men 
10 working for the Government and the others. The . 
11} Government would have great difficulties bringing civil 
12] servants up here without that, yet the girls who come out 
13} here and work in the stores get $1.00 or $1.05 an hour. 
14| You work seven days a week underground and you are going 
15] to take time off anyways. 
16 COMMISSIONER WALLS: I am fully conscious of 
17|| the difference in the cost of living but I would like to 
18|| know if the lists of cost of living comparisons that you 
19|| have on page 11 of the brief were all collected from 
90|| the various points at the same time? 
21 The reason I ask is the price of basic food 
92|| Stuffs is quite inconsistent between Whitehorse and Dawson 
93|| City. On some basic commodities it is higher one place 
94 than the Re aes There is no tie-in on transportation. 
25 You speak about a tax concession to make up for 
26 | this Isolated Post Allowance. On page 17, paragraph 4, 

| 


| you say? 


27 | 
| "From the point of view of Administration, no 
29| serious difficulty should be encountered. Lines of 


demarcation can be patterned upon those established 
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in the Isolated Posts Regulations. We know of 

no fairer way of establishing a northern subsidy." 
At one time this Isolated Post Allowance applied 

north of the 55th parallel. Tedgzy it applies to ali of 

Canada. Every place in Canada is now categorized ona 

point system and allowance is given for points over a 

certain minimum. 

I am concerned with your suggestion that there 
should be a tax allowance to compensate for the Isolated 
Post Allowance in the Northwest Territories and the 
Yukon Territory. You cannofi do that and be fair to the 
other parts of Canada. By this point system should'nt 
they also have to have this allowance. If not, are you 
not going to create another inequity? 

MR. MURPHY: My understanding is it applies 
to all areas and you have a different point system as 
they develop. This country has got to expand and 
attract families. The most unstable element is the 
turn-over of labour, the men that cannot establish 
homes here. From every point of view to have a 
transient population is a costly item. Everybody in 
Canada will have the opportunity to come and get this 
benefit. 

COMMISSIONER WALLS: You don't mean it should 
be applied only to the two Territories. You mean every 
place that there is an Isolated Post Allowance should 
receive this benefit? 


MR, MURPHY: That is so. It is done in the 
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northern parts of British Columbia, Saskatchewan, and 
Alberta. I don't think the costs to the Canadian people 
would be so ——s At this time it does not involve many 
people. The fact is they don't get the services here. 

We still pay taxes for the CBC and never see it...I 

don't know whether that is good or not ! 

COMMISSIONER WALLS: You fee that the metal 
workers in the Territories should have the following 
increased tax exemptions: First of all, you are asking 
for additional individual exemption of $2,000. As I 
understand it you are also asking for additional exemption 
for wives of another $2,000. and an increase on young 
children from $250. to $500. Then you are asking for 
a three year tax holiday. 

It is this three year tax holiday that 
inveigles me. Supposing you are working up here for 
three years and receive the three year tax holiday and 
then leave here for a year and go out and then you come 
back again. Are you going to.start another three year 
tax holiday and go on until you are vaying tax only 
one year in four for most of your life? 

MR. MURPHY: I expect the Govermment will have 
regulations to prevent any man chiselling and if there 
are loopholes they will block them. 

COMMISSIONER WALLS: Our policy is to try and 
evolve a system that won't require plugging of loopholes. 

MR. MURPHY: The fact is we are part of an 
industry that the Government is heavily subsidizing with 
a three year tax exemption period. I don't object to 


this allowance. In some parts it may appear that we are 
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antagonistic to our own industry. I am saying the thing 
that is wrong with it is it is not encouraging 
fabrication. Just think how much more taxes the 
Government of Canada would have if those exemptions were 
restricted to ingot production, not just to keep something 
else going. It would collect wage taxes. By and large 
this is a great wealth producer. 

| COMMISSIONER WALLS: You are asking for so many 
tax concessions I don't know where one stops and another 
starts. You are also asking that investments in homes 
should be given the same three year tax exemption. Does 
this mean deduction from income tax of the amount annually 
invested in a home purchase or do you mean relief of 
property taxes for three years? What do you mean by that 
paragraph? 

MR. MURPHY: I would refer to the worker who 

is getting his wages and he is already taxed and he is 
building a home in this area. If he lived in the Company 
| bunkhouses he would pay rent to the Company but the 
| Company does not pay taxes on the amount of money invested 
in the bunkhouses. It is a cost of production. It is 
| only when they make a profit they are taxed. In the 
| firet three years no Company property is taxed but we are. 
| Now I could see that somebody could sell his house 
| afterwardsS.ee. | 
i COMMISSIONER WALLS: You are asking to be 
| relieved of taxes. You have not answered the question. 
MR. MURPHY: I am dealing with the investment in 


| the houses. 


COMMISSIONER WALLS: First of all you would have 
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a tax holiday for three years and you would not have to 
worry about tax payments on the house. Then are you 
saying taxes on the payments on the house would be a 
further tax deduction after the end of the cinee year 
period? 

MR, MURPHY: In projecting these points we are 
pointing out the inequalities that exist at the present 
time. 

THE CHAIRMAN: May I find out if you are talking 
about municipal taxes? 

COMMISSIONER WALLS: No, he is not talking about 
municipal taxation. The last thing I want to deal with is 
this regualation on pension vesting. . There is no regulati 
today respecting vesting. In the late '40's and 50's 
the National Revenue brought out a blue book but that 
was withdrawn so there are no regulations today one way 
or another. 

I understand you believe a clause should be 
placed under the Section dealing with pensions in order 
that employers will not be able to deduct for tax purposes 
unless there is provided in the plan full vestal - 
authority? | 


MR. MURPHY: We have had considerable 


experience with this question. The fact of the matter 


is in the big Companies that tie up a labour force they 
were not so much interested in the ordinary worker as in 
typing up their own engineers and staff they trained. By 
not providing for vesting those men would suffer a 
tremendous loss by leaving the” Company. As far as the 


working man was concerned we dealt with the blue book, 
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saying taxes on the payments on the house would be a 
further tax deduction after the end of the sae year 
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this regualation on pension vesting. .There is no regulati 
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or another. 
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unless there is provided in the plan full vestal - 
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MR. MURPHY: We have had considerable 
experience with this question. The fact of the matter 
is in the big Companies that tie up a labour force they 
were not so much interested in the ordinary worker as in 
typing up their own engineers and staff they trained. By 


not providing for vesting those men would suffer a 
tremendous loss by leaving the’ Company. As far as the 


working man was concerned we dealt with the blue book. 
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At that time the blue book was a commitment cn the 
Government policy. 

There were these pension plans and the money 
was put in tax free or as an exemption and an allowance 
made and the employer would use that and say, "We are 
putting so mech in the pension plan for you. It is 
deferred wages." Yet it provided no security. The man 
could be fired or laid off and his funds remained there. 
The Company didn't draw any out. 

We tried to enforce that policy and there is 
nothing in the Income Tax Act dealing with it. When I 


went to the Department of Pensions in Ottawa and saw the 


hundreds of pension plans and two or three people in 


there I dontt think they ever read the plans. 

There is discussion that it should be a 
Provincial responsibility but as long as allowances are 
made from the Federal Treasury then I think it is of 
concern to the Federal Government. It not only prevents 
anybody taking this out but the individual workingman | 
in whose behalf it is deposited should have a credit. | 

I know from practical experience with my | 
membership in Kimberly and Trail that when we established | 
it it did not cause a run but the fact it is there is 
protection. It is the same thing now in International 
Nickel. I understand that will come about through a 


Federal system. I don't think that the Federal Government | 


can wipe its hands and say it is Provincial. 
THE CHAIRMAN: I would doubt that we need to 


be too concerned about vesting. The Provinces will be 


29 
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going to pass laws requiring vesting and the Federal 


Government will bring down a wage related plan. 


MR. MURPHY: What will happen to the funds then? 

THE CHAIRMAN: Nobody knows at the present time. 

MR. MURPHY: I suppose semaine 5 be dealing with 
it? 

THE CHAIRMAN: I don't think we need to be 
concerned very much but it may be that before we get 
through it will be apparent to all concerned. The way it 
looks at the moment is that it will be takmcare of by 
other means. 

COMMISSIONER PERR¥: I have just a few questi 
on the extent of processing done in Canada. First of all, 
what are the areas where more processing muld be done in 
Canada? Which are the metals which are processed to quite 
an extent now? I would think nickel would be one of Stemi 

MR. MURPHY: For nickel there is the MRP 6. 
of stainless steel and the fabrication has been in the 
States at Huntington, West Virginia, for International 
Nickel. I would say at the present time the devaluation 
of the Canadian dollar has had a terrific effect on these 
Companies. They can ship Ri aeeesense to the United State 
and make a bigger retvrn on their dollar. The silver from 
Keno now goes to Helena and asbestos. 

Now the Government of British Columbia has a 
standing offer with those Companies to put a custom 
smelter at the Coast but there have been no takers because 
they have a smelter at Tacoma, They haven't got any coppe 
in the State of Washington but it is based on Canadian 


copper and we ship it across there and bring it hack, 
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These are international Companies now. 

For years and years we have been mining iron 
ore at Kimberly. It was only when the Government of 
British Columbia allowed twenty million dollars to the 
Consolidated Mining and Smelting Company that we are 
taking up what we wasted. There is a lake of rust which 
is being used but it took a Governmental subsidy, 

At Pine Point I think the Government will spend 
about twenty million dollars on a railway and that will 
take it to Trail. It-takes subsidies. The C.P.R. and 
the Government subsidizes the railway to lug the 
concentrates from Pine Point to Trail . 

What is holding up future development here is 


the fact we haven't got a custom smelter. A custom 


smelter could make a number of these properties here | 
able to go into production but if they have to ship to | 
the States or to Trail it is a heavy cost of bulk 
shipment. 

I would go so far as to say that these eiaian | 
that stake up the valuabie resources of Canada cannot 
hold them unless there is an integrated industry 
serial til and there will be a market because Canada 
imports manufactured goods. 

COMMISSIONER PERRY: You argue that the Canadian 
tax system favours this sort of activity on the part of 
foreigners and that it gives them a superior position in 
getting control of our natural resources. Why do you 
think it favours the foreigners? 

MR. MURPHY: Because they are the actual people 


with smelters and they can come in here and open it up 


1| 
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and bring it down there and they get the tax relief. 

I will give you concrete examples, Right at the border 
between British Columbia and the States of Washington 
there is Ponderay. The U.S. Mining Company set up a 
Canadain subsidiary and they are controlled by Bunker 
Hill Smelter and they would mine here and take it across 
to Bunker Hill. They have a tax exemption for three years 
and no interference with their profits, and they made 
plenty of profits. 

COMMISSIONER PERRY: I was wondering if it is 
the structure of the Canadian tax system or the fact they 
have a smelter abroad. It is the same tax system that 
applies to Canadians and presumably the same incentive is 
given to Canadians. 

MR. MURPHY: It is so graphic in the mining 
industry. It is largely foreign owned.. The main 
Companies are United States controlled. These new 
Companies are setting up Japanese - Canadian Companies. 
There are heavy Japanese investments coming in here 
and oHey are shipping out of this country millions of 
tons of ore concentrates to be fabricated in Japan. They 
get an exemption here. 

COMMISSIONER PERRY: I am prepared to accept 
your facts. I just want to know what the tax system has 
to do with the situation. 

MR. MURPHY: Here is the speech of the Japanese 
Ambassador addressing our Conference. I have to.hand it 
to the Japanese Government. They had an entourage that 
came to Whie horse. I sometimes wish the Canadian 


Government would take as much interest. I will read 
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from page 7 of the speech of His Excellency the Japanese 
Ambassador at the Conference in Whitehorse. I think we 
can get you copies. It is dealing with metal mining. 

He SaySeeceeeeel wish to repeat here again 
because of our economic position we must process the 


imported minerals and export the finished product. 


Canadian mineral exports to Japan can increase if the 
quality is high and the price competitive and we in turn 
hope that Canada will endeavour to buy our metal 

products, particularly equipment material for mines and 
hydro electric development. 

He points out that this is dependent upon us 
buying manufactured metal goods from our own resources. 
Now that is a very nice way to subsidize the production 
of concentrates. We ship it to Japan and they ship back 
the manufactured goods and it is a nice arrangement for 
those that are in the Company and invest and earn money, 
but there is no incentive for them to set upa 
fabricating plant or even to do the slightest part of 
manufacture. This is an indication that closer ties are 
being established in the field of mineral resources. 

COMMISSIONER PERRY: I think we are agreed on the 
basic proposition. This is a Commission on taxation and 
I am trying to understand the relevance of our taxation 
to the fact that there are foreign interests. You made 
the point that American tariffs had a great deal to do 
with this and may be this fact would continue to exist. 


There would not be much we could do about that. 


MR. STEVENSON: I think the clearest answer is 


— 
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given to Mr. Davis. (Table 44, Royal Commission on 
Canada's Economic Prospects - Mining and Mineral 
Processing in Canada - page 322). We quote this in 
the brief: 
"As long as the Canadian mining industry has a 
strong tax incentive to maximize the price on 
ores and concentrates and thereby minimize the 
profit position of smelters and refinertes, 
there does not appear to be much room for the 
operation of custom smelting and refining operatio 
in this country.” 
I think this is a particular point of relevance. 
COMMISSIONER PERRY: But Mr. Davis speaks of 
the whole Canadian mining industry. He does not refer jus 
to foreign capital. 

MR. STEVENSON: I think the further emphasis 
that Mr. Murphy has placed on the question with 
relation to the fact that there is a very strong 
incentive for foregin countries to ship concentrates out 
strengthens the position taken by Mr. Davis. 

COMMISSIONER PERRY: I grant that it may be a 
question of semantics whether there is no discouragement 
or not positive encouragement in Canada. You are sug- 
gesting there be positive encouragement for processing in 
Canada. I would appreciate having one point in your brief 
cleared up for me. In one place you propose a Government 
owned smelter and in another you suggest the tax 
system be changed to encourage private capital to do 


just this very thing, erect processing facilities. 
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Obviously you don't need both. If you get one you don't 
need the other. 

Do you have priorities there? It makes quite 
a difference to the thinking of this Commission as to 
which you would favour. 

MR. MURPHY: Certainly the quickest way would 
be for these Companies themselves to do that but I 


read to you the statement of the President of the 


a a 


Imperial Bank of Commerce. They won't do it. They won't 
put up the money here unless they get guarantees of such 
a nature I don't believe any Government can give them. 
The speech of the Ambassador from Japan spoke 
about how the Japanese Government put up the money in 
Japan. They could do it through private interests. 


The CM and S would not have built the iron plant in 


Kimberley without governmental guarantees. The uranium 
industry would not have developed but the Government of 
Canada guaranteed their price and their orders and 
actually put up everything except got any profit from it. 
The men we meet in bargaining would blow their 
tops if we said their mine should be nationalized. 
Somebody has to do something up here and I have talked to 
them. I talked to the Company over here at Cassiar. I 


asked them, "What are we going to do in the winter when 


| 
| 
| 
so many are unemployed and have to move to Vancouver? " 
You have to fight out bargains for them to pay the fares 
to come in. 

It would not take very much to produce asbestos 
up here. We have the people and the power and if they 


wontt do it why should Anaconda or any company build a 
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smelter up here or a refinery? Yet we have tremendous 
resources here: that are fabulous. 

COMMISSIONER PERRY: I asked you what your 
preference was? ) 

MR. MURPHY: Our preference is to get it done. 
If they don't do it the Government of Canada must else 
this vision.ece. 

COMMISSIONER PERRY: If you are going to give 
private industry a chance you would have to implement 
your tax proposal and see what happens. 

MR. MURPHY: Somebody has to invest capital in 
here. The United States put up money through private 
companies to develop South America. I don't know what 
development we will have here but this is a future 
revenue market. That is what they do not lose on and 
that is what they have to develop. We have a whole 
population that is coming into work in Canada, the 
Eskimos and Indians. They are not going to go back to 
the caribou. There must be means or they will become 
social charges and continue that way, which they will 
refuse, or we must give them opportunities for employment 
in here. 

THE CHAIRMAN: On this same point I am not 
very clear whether Mr. Murphy proposes that iron ore 
should be restricted if steel mills do not move to Canada. 
Surely it is somewhat impractical to think in those 
terms, is it not? 

MR. MURPHY: The development of the iron mining 
in Canada is by American Companies, Pittsburgh and 


Cleveland and the Steel Company of Canada. The Steel 
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Company of Canada will import iron ore from the United 
States. 

Now it is clear with the policies of the 
Company, with head office and main operations in the 
United States, it is going to be in the interests of 
finding raw materials out here. 

I would strongly commend you to read the Paley 
Report on the resources of the United States. They 
are getting down to where they have to get it outside 
and we have to force them to come here to build plants 
and there should be special tax arrangements worked in 
such a way that they will not get the tax relief when 
they ship the concentrates out but will get heavier 
incentives when they build here and taxation evaluations 
should be geared ha that way. 

We are trying to make that point and it is in 
the national interest. We can't stay where we are. It 
is impossible. 

COMMISSIONER PERRY: I think we get your point 
all right but it is not as simple as you might think. 
The people in Jamaica might feel the same about the 
bauxite sent to Kitimat. It works both ways. 

MR. MURPHY: In raising this question before 
your Commission I would point out that there is not 
another industry that has a worse record than we have. 
Perhaps the electrical industry has a worse record but 
even General Electric produces a complete TV set in 
Canada, I think. I know they dontt produce a complete 


car in Windsor but they are trying to get that way. The 
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automotive workers had an idea of an integrated car and 
we would produce in Canada some parts that would go in 
American cars. That did not meet with any response in 
the United States. 

Now the mining industry is something else. 
Gentlemen, I know the restrictions that are placed by 
the United States, which is our chief market, on lead 
and zinc going out of Canada. As soon as it crosses the 
border they meet difficulties with railways and rates 

and everything is done to keep us the other way because 
they would sooner ship concentrates. They are forcing 
the CMS to build plants in the United States and other 
countries are insisting on fabrication being built there. 
You would hear a lot more if we had an integrated 
Canadian trade movement. 

THE CHAIRMAN: The CLC does not satisfy the 
need for greater co-ordination amongst -.° Canadian 
labour; is that what you are saying? 

MR. MURPHY: The CLC is made up with the voices 
of Unions who are branches in Canada of the United States 
unions. We secae about one hundred and twenty thousand 
trade unionists in the National Catholic Sot aie now 
functioning in the Province of Quebec who cannot come 
into Gavadeae Labour Congress. Therefore they are truly 
a national organization. We have other unions that are 
not eligible for one reason or another. The Canadian 
Labour Congress cannot set up unions to conflict with 
them. They are the legislative mouthpiece...I think 


there are some restrictions there some way or other. 


COMMISSIONER PERRY: On page 33 you propose 
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that a capital gains tax be applied in this industry. 


| 
| 
I wonder if you would elaborate on the sort of tax you 
have in mind there? It might be rather difficult to 
apply a tax which is limited to one industry. 

MR. MURPHY: Of course we are only speaking 
about the mining industry. I am dealing with other 
means that could be used, including a capital gains 
tax, to bring pressure to bear on companies developing 
integrated operations. I don't feel that Canada should 
miss these chances for revenue if they are going to be 
suppliers to other countries of basic raw materials. | 
If our heritage is taken out what do we get for it? | 

It has been stated how much in taxes is being | 
collected in Canada over the years and it is fantastically 
low amount considering the size of the industry and the ) 
profits made. 

COMMISSIONER PERRY: You propose it for this 
industry simply because you are looking solely at this 
industry? 

MR. MURPHY: We are dealing with mining. We 
are for Canadian mining industry. We depend on it for 
our living. We bargain with them and we feel there is 
no future for our industry in Canada and we will be run 
out as long as we depend on it for our output. 

You take zinc. We can produce lead and zinc 
cheaper than anywhere else in the world yet they had to 
accept a twenty per cent restriction in production. It 
is a world arrangement. The result is not as many men 


are employed and we are declining in number of working 


men employed. 
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We haven't got a driving industry that goes 

out for markets for manufactured goods like the Japanese 
have. We haven't got anything like that. - haven't 

anything against that. I object to us not doing the 
same. They had a big unemployment problem and a problem 
with their balance of payments and they were defeated 
in the last War. How could they make steps forward 
without natural resources? Here is Canada, blessed in 
every way except one, and we are only supplying them. 

THE CHAIRMAN: I have one or two questions. 
You suggest with regard to the individual that taxation 
ought to start on the amounts he receives in excess of 
the ordinary standards for health and decency. 

Now, of course, this is a point with which we 
are very much concerned: Where taxation should start. 

Taxation is simply expenditures that we make 
as a group rather than as an individual. When we come 
together and provide for our own retirement by way of 
old age security raised out of taxation, baby bonuses, 
or, if you like, garbage collecting, those things if 
done individually might rank with the ordinary 
standards of health and decency. If they are put 
together under the heading of taxation and provided 
collectively why should they then be deferred to a 
secondary position? Why should we maintain our ordinary 
standards of health and decency exclusive of taxation 
and then pay tax beyond that? | 

I dontt think your argument that they are 
collective payments does you any good at all. I don't 


think you can push them off on other people because we 


es) 


wm 


ANGUS, STONEHOUSE & CO. LTO. 4} 
TORONTO. ONTARIO 


cantt look after them ourselves. 

Would you like to speak to that? 

MR. MURPHY: Yes. We have been approached by 
many people with the question: "When are you going to be 
satisfied?" We have had conciliation officers and 
commissioners appointed by the Government to try and 


settle disputes between labour and management on what 


is a proper wage. 

In the United States at the University of 
California the Heller Commission was established and it 
made an attempt to envisage the amount necessary for 
health and decency. ; | 

With regard to housing we can take the provisions 


of the NHA with regards to housing anda we can figure that 


out indirectly and we have the experts on clothing and 


so on in various parts of the country and we can on that 
basis arrive at what is health and decency. 

The Government does set out standards for 
corporations and sets the taxes. It makes allowances 
for costs of production, exploration and development 
and then it deals with profit and over and above that 


they figure out the taxes. 


Now this is what gripes me...A man has to sit 
down and bargain with the Company. There isn't anybody 
saying what should be a standard and upon which you 
would declare that to be so. I can show you a study 
they made in Vancouver of the amount necessary to 
maintain life and limb and we come to a figure of about 
$95..-eThat is worked out in detail. 


Now what about a family? What about the way 
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we are taxing them? Is it fair to tax a man when he has 
not received enough money to maintain his family ina 
standard of health and decency. Most of them sacrifice 
certain things. The standards are Sonera yy changing. 

Today we have this pension vesting plan and I 
thought the men would retire at sixty. They get their 
pension and the agreement provides that the men would be 
able to retire at sixty. If hey were employed wera 
1941 they have reached that age and I was talking to a 
number of those chaps and they have sons and daughters 
now entering the Universities. That was not considered 
in the old days. They keep on working longer. / 

These problems that arise today are not properly 
taken care of. We haven't any Commission in Canada that 
sets down the standard. On what basis do we arrive at 
pe, 00s Ler a man, wife, and child? I can't see it. Why 
would he pay a tax on seventeen per cent of his wages? 
we bargain with the employers for a wage increase and then 
the Federal Government comes in and takes half of the wage 
increase. Why doesn't Mr. Pearson go out and bargain with 
the employers? A wage increase is something we have to 
fight for and use arguments to get and the wage increases, 
when they are put through, are all before taxes. The 
Companies put their statements out after taxes and then 
establish the profit. 

I think there should be some study made of the 
basis of individual taxes. This problem in Whitehorse, 
which prevails throughvut the North, is so clearly 


established that they should not be under the general 


laws of Canada itself. 
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L THE CHAIRMAN: I am very glad that the Unions 


3 pay. I doubt if their fight would have been so vigorous 
4] if somebody had established what might be a fair wage 

5] standard. I think they have properly fought for the most 
6] they could achieve and I think we are all grateful to them 
7 I think we have all said many times that our own living 

8] has improved because of the success of Unions over the 

9] years. 

10 I would like to make a point very clearly: If 
11| people are exempt from taxes because of deductions which 
12| are higher than they are now, or because of exemptions 

13| for social or other reasons, it quite clearly means that 
14 their neighbour pays the taxes they don't pay. There is 


2) have kept on fighting throughout the ages for increased 
no pool where these things are achieved without cost. 


15 

16 I think we have to be concerned with the shift from 

17 people to other people. 

18 It is all very well to talk about a standard of 
19 decency and health, with*’which we are bound to agree in 


principle, but the question is are we talking about a 
bare subsistence to provide a decent living? I don't 
think a bare subsistence will do that. It is not very 


clear where the point is, or where it ought to be. 


: I hope you people will have made it clear to 

a us what your views are. It is an extremely important 

i. point to the Canadian national economy. About twenty-five 
per cent of the total population now pay taxes and I know 
a the tax source would dry up quickly if it were cut from 

i twenty-five to fifteen per cent. A big shift in the 

29 


exemptions would knock that down and put quite a weight on 
30 
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: the other people. 
It is all very well to talk about a capital gains 
3 


tax producing all we need but I would be very surprised 


countries doesn't support that. I think we have to be 


4) af there is that much in it. The experience of other 

6] careful how we speak of these things. We should not be 

7 too much persuaded by our own feelings for social justice. 
8| We are striving towards that. It is a question of how 

9| far we can go and how speedily. 

10 MR. MURPHY: I realize the point you ke I am 
11| dealing with actual ability to pay as a criterion. Do we 
12); in Canada want to have it said that we are taxing people 
13/| who have not yet established for their family an income 

14) that provides for a standard of health and decency? We 

15|| are not doing very much at this time except accumulating 
16|| a debt which is burdening us so fantastically. 

17 I want to go back to this very question. We had - 
1g|| 2 delegation from Europe visit the mines and they were 

19|| Quite impressed by the big parking lots and the cars. 

99 The workers at Keno will have cars snowed in for seven 

1 months of the year. 

22 I know a good part of our members have to have 

93| Cars Over in Britain the Coal Board provides bus 

24 transportation. They have wonderful transportation. Here 
95 the Companies have gone out of the business of providing 
ra Company towns and cheap housing. Now our men are living 
= thirty and forty miles away from work. The Companies 

si do not put up housing, we are away from that, and there 

- is no public transportation. 


Now in ordinary circumstances this car represents 
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a cost of $15. a week to operate. Those people in 
Britain don't have to worry about that. You buy this 
car on facts Mees and you are denying your family a lot 
of things in order to maintain your job. 

I would say on principle there should be some 
study made of ability to pay. If they base this on an 
income across Canada, and the cost of living of 33,600. 

a year for the average family income, I think it is a 
close enough figure. I would say such a figure upon whic 
we base this index is faulty. It does not represent 
reality. It varies according to various parts of the 
country. 

We have workers up here at Dawson City in the 
hydraulics industry who work six or seven months a year 
and they come back here and their wages are figured on 
that. The hourly wage sounds good but the yearly income 
is not sufficient. 

I don't know if I have answered your question. 

I say there should be some study made on ability to pay 
upon which income tax should be collected. Certainly if 
a big class of people goes out from income tax the burden 
will fall on others but as you see the profit sheets they 
are able to do it and we have accepted their standard too. 

I don't think anyone would blame the Commission 
if you would put it on that basis because you simply 
cannot work against the amount necessary to maintain 
health and decency. You could even be elected to the 
Senate on that! 

THE CHAIRMAN: I don't think we have any more 


questions. Mr. Murphy, you have been very complete in 


wr 


an 
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your answers and you have helped us a great deal. It 
has been a : pleasure to come up here and visit this 
great country. While we do not know a’great deal about 
the country we share your enthusiasm for it and we are 
glad to hear you speak of it like you have. 

Thank you very much for coming here this 
afternoon and for being so interesting and informative. 

MR. MURPHY: I want to thank you very reticle for 
coming here. I know it is very rarely that Commissions 
come to the Yukon and Yellowknife ona parton Canadian 
question and this recognition is wonderful. It has 
meant quite a bit of travelling and I know what it is 
to travel in this country. I am very pleased to be here 
and if there is any contribution we can make towards 
developing our country through the medium of this 
Commission or any other way I can assure you that the 
members and officers and workers will do everything we 
cane 

THE SECRETARY: There is no further business, 


Mr. Chairman. 


---- The hearings were then adjourned, to resume in 
Yellowknife, Northwest Territories, at 3:30 p.m. 


on Wednesday, July 24th, 1963. 
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THE CHAIRMAN: We have reached the hour of 
3:30 p.m. set for the hearing. I might say, Your 
Worship, that we are delighted to be in this municipal 
district. We would have been very remiss in our duties 
if we had not come to this important part of Canada. I 
think all national organizations should be familiar with 
the north country if they are going to report on-this 
country. 

Mr. Secretary, would you put this hearing in 
motion? | 

THE SECRETARY: It is a pleasure, Mr. Chairman. 
We have, as you are aware, three briefs this afternoon 
and there will be one tomorrow morning from the 
Commissioner of the Northwest Territories and one which 
I am entering as an Exhibit. 

The first brief is from the Yellowknife Board 
of Trade. This was received in our office in Ottawa on 
July 15th. Mr. D. Finlayson is the President and is 
here to speak. Mr. W. Magrum is the Secretary and is 
associated with him. His Worship Mayor Ted Horton is 
representing the municipal district. 

I would like to enter this brief into the record 
as Exhibit 98. 


EXHIBIT 98: Brief submitted by Yellowknife 
Board of Trade. 


eet nt te are eS er ae er 
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Submission 


by 


The Yellowknife Board of Trade 


A PoP iBeA-R A.NoC Ss Ss: 


Mr. D. Finlayson President of Yellowknife 
Board of Trade 

Mr. W. Magrum Secretary of Yellowknife 
Board of Trade 

Mayor Ted Horton Representing Municipal 
District. 


THE CHAIRMAN: Thank you, Mr. Secretary. Mr. 
Finlayson, it is the practice for those appearing, who 
have submissions to make to the Commission, to speak to 
the brief but not read it. The brief is in the record. 
We would be pleased if you would say a few words. 
regarding the brief, to summarize it or amplify it. We 
have a number of questions which we will put to you 
after you have spoken. 

MR. FINLAYSON: | Mr. Chairman and gentlemen. 

We prepared this brief with the feeling that the personal 
income tax structure in the Northwest Territories is not 
quite édaat to the rest of Canada, based on the Federal 
Government's statistics for providing cost of living to 
their employees. | 

We are not in a position to employ a large staff 
of economists so we have had to use their cost of living 
figures and their subsidies which are provided to civil 
servants to arrive at the figures shown here for 


comparison. 


We are not doing this in the sense that we are 


ad 
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complaining about the rates paid civil servants but 
merely to point out that we feel this is necessary to 
live adequately in the north and with the present method 
of tax structure we feel that there should be some 
compensation for others living in the north. We would 
suggest that an exemption of double the normal exemption 
in Canada be granted to residents north of the sixtieth 
parallel. 

Going through the schedules in here, which were 
prepared by one of our chartered accountants and we have 
every reason to believe they are correct, it is fairly 
obvious that with our cost of living and so on we are 
almost haying a sub-standard living here for the same 
amount of pay that is being provided in Edmonton. 

Another point that was mentioned, which is also | 
in the national interest, was the question of an increased 
allowance for children in the higher grades of school, 
providing they remain in school. 

The problem of drop-out, combined with the fact 
that the bulk of our unemployed is of the unskilled 
labour market, leads us to believe that if the parents 
received an additional fe jean bBo for every year a 
child stayed in school longer or was apprenticed this 
might encourage the whole Canadian economy to develop 
a greater force of skilled labour. | 

The question of sales tax in the Territories, 
which is on the end product, naturally leads to 
inequalities of competition where we have to pay higher 


wages and higher operating costs and therefore your 


end cost is much higher than in Edmonton, for example. 
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The tax is based on the end cost. This makes for very 
difficult competition. 

I believe that the schedules that have appeared 
here, of which you have copies, summarize eectatty the 


points that we would like to bring out. | 
THE CHAIRMAN: Thank you indeed, Mr. Finlayson. 
We have read your brief with considerable interest and 
we all have questions to put ‘nines Before doing so 
would you tell us a little bit about the Board of Trade? 
I myself am ignorant about your local economy. Who are 
the members of the Board of Trade? To what degree can 
they be manufacturers? I would assume they are mostly 
merchants. | 
‘MR. FINLAYSON: The mines are all members, a 


large percentage of the merchants, and all the 


manufacturers in the community are members of the Board | 
of Trade. We have a membership of about sixty firms. 

THE CHAIRMAN: About sixty? 

MR. FINLAYSON: - Yes. There might be fifty-five 
and five individual memberships but it is approximately 
sixty. 

THE CHAIRMAN: How many mines are in the area? 

MR. FINLAYSON: Two. Consolidated Discovery 
mine is approximately fifty miles out and the Tundra Mine | 
is being developed now and it is just over a hundred snd ton 
out of town. The mines are our major industry, of course. 

THE CHAIRMAN: You spoke about other industries. 
What would they be? 


MR. FINLAYSON: There is bottling, printing, mill) 


work. To develop a secondary industry this is a dsterrent 
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this is a deterrent thet this tax has, as es understand 
it. 

COMMISSIONER WALLS: I have one or two questi 
On page 2 where you de@i with the Isolated Post Allowance 
you quite fairly state that you feel there are such 
places even outside the Northwest Territories and that 
non~civil servants in thees communities should also be 
permitted extra income tax exemptions. 

I take it what you are referring to is the fact 
that at one time the Isolated Post Allowance was paid to 
all places above the fifth-fifth parallel. Now, of course} 
as you no doubt know, it is allotted on a point system 
to alli points in Canada. Therefore, following up your 
arsument, any place where the points go above a certain 
minimum an allowance is paid and therefore they should 
get the same tax concession as you are now asking for 
the Northwest Territories. 

Am I right that that is your interpretation? 

MR. FINLAYSON: Yes, it is. We used the 
Northern Affairs personnel manual list of posts and 
checked the number that were outisde of the Territories, 
northern Alberta and: so on. 


I notice there are many 
that are not listed that are in fact located in the rest of 
Canada. Even with those listed there is as large a 
spread as $1,000. for a married man between the grants 
allowed one place and another. If you only allowed twice 
the existing exemption would you not. be commit as big 
an inequality between one place subject to the Isolated 


Post Allowance as another? — 
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MR. FINLAYSON: This is a possibility. 

COMMISSIONER WALLS: You have not thought of any 
other alternatives? We are not depreciating the 
situation but it seems by merely doubling the existing 
exemption you are not answering the problem of equality : 
between the cost of living in one part of Canada and 
another. 

MR. FINLAYSON: We had considered this and we 
would like to use the sixtieth parallel as a line but 
using the Federal Government's Northern Allowance System 
they don't use it. This is why we referred to the 
Isolated Allowance for other parts of Canada. 

COMMISSIONER WALLS: On page 3 you deal with 
Sales tax. You only mention the two manufacturing 
industries that are affected up here at the present time. 
One is referred to as a printing establishment and the 
other the manufacturing of Coca Cola? 

MR. FINLAYSON: That is true, yes. 

COMMISSIONER WALLS: In effect are you not 
asking that all sales tax should be exempted in the north 
country? 

MAYOR HORTON: Yes, that is correct. 

COMMISSIONER WALLS: Under a manufacturer's 
sales tax would you not foresee that it would be rather 
difficult for a manufacturer to know where his product 
is going to finish up? He has to pay sales tax when his 
product is shipped out. It goes to the wholesale houses 
and it could go to the Northwest Territories as well as 


any other part of Canada. 


Have you given any thought to the fact that 


< 
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i| perhaps if sales tax was moved on to another level it 
2 might be easier for you to dessignate exemption 

territory-wise? If it was changed to a wholesale or 
retail tax it might be easier to define exemption on 


an area basis. 


MAYOR HORTON: We fetl that exemptions are now 
given not on @ geographical basis but another basis, not 
on preduct basis but ultimate consumption basis. 
adecthale are exempt from sales tax, so are some 


Goverrnsnt ante. Our thinking wes that the same 


formula, the same methods could be used in arriving at 
the payment of sales tax a¢ are now used, The manufact 
who supplies the hospitals, his “goods go to 2 wholesaler. 
| By some formula or other hospitals are now exempted. 


| Surely the same formula could be applied geographically. 


I imagine there would be 


7) administrative complications in order to cover the wide 


that would come in here. I wanted to get 
| it clarified. -Have you given any thought to the 
| movement of the sales tax forward toeither the 


471 Wholesale or retail level where it would be simplified? 


MAYOR HORTON: We had thought about the retail 
ji level. This has been discussed on a teritorial basis 
' and the administrative difficulties would be even greater. 
| The Territorial Council has discussed the matter of a 
retail sales tax. 

THE CHAIEMAN: They thought of imposing it for 
the purposes of the Territories? 

MAYOR HORTON: Yes, and abandoned it on the 


grounds it wuld be difficwit to administer, There are 
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the trading posts on the Mackengie River and this sort of 
thing. 
THE CHAIRMAN: That is interesting because we 


have had it recommended to us that the Federal Government | 


embark on retail sales tax and it would involve a sales 
tax to all the posts you speak of. 

MR. FINLAYSON: I think the Cowneil in their 
studies of it arrived at the conclusion it would cost 
more to collect it than they would collect. 


Particulary in the Northwest 

Toor por dat. 

COMMISSIONER WALLS: Now you deal with the 
higher cost of living. There is no questicn about the 
fact that you are an isolated post and the allowance by 
the Federal Government proves the fact that your cost of 
living is high. 

Is it not a fact that living wp here you do 
escape certain taxes the average citigen elsewhere has 
to pay? I am thinking particularly of education. You 
can correct me if I am wrong. As I umderstand it up 
until now the individual in the Northwest Territories has 
paid little or no property tax. I believe it is about 
five thousand dollars altogether for the Northwest 
Territories in comparison with one hundred and thirteen 
thousand in the Yukon. For sehools you have paid nothing 
up to now as against one hundred and seven thousand 
in the Yukon Territory. You have no poll tax and they 
have a poll tax. There may be reasons for this. 


MR. FINLAYSON: The Municipality of Yellowknife 


has a poll tax. 
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COMMISSIONER WALLS: You haven't got a 
Territory ordinance covering it? 

MR. FINLAYSON: No. In this community we have 
one public elementary school, a Federal high school, 
elementary separate school and elementary high school. 
The only school on which no taxes are levied on the mill 
rate in Yellowknife is the Federal high school. It only 
covers students from Grade 10 to 12. We operate exactly 
as any other municipality outside. 

COMMISSIONER WALLS: So within the municipality 
you have municipal taxes? f 

MR. FINLAYSON: Yes. 

COMMISSIONER WALLS: That is why I want to get 
that clarified. We received figures of revenue based on 
a territory ordinance. While there was a territory 
ordinance covering the items in the Yukon there was none, 
or practically none covering that in the Northwest 
Territories. 

MR. FINLAYSON:” Hay River has just turned into a 
municipality very recently so basically Yellowknife is 
the only municipality in the Territories that operates as 
a town, as you understand a town in the Provinces. 

COMMISSIONER WALLS: Outside of this town, as I 
understand it, the Federal Government pays for the cost 

of education with the Territorial Council then 
contributing for the white students. The Federal 
Government pays the cost of the Indian students and from 
the funds of the Territorial Council the costs of the 
white students are paid. Am I right in that? 


‘ 


MR. FINLAYSON: I am not sure. 
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MAYOR HORTON: You are right, I believe. 

COMMISSIONER WALLS: You ask that the same 
concession which is given in regard to the opening of 
individual mines, a three-year moratorium on clea 
should be applied to secondary industry? 

MAYOR HORTON: Yes. 

COMMISSIONER WALLS: Why would you pick out 
secondary industries? If you are opening up a so 
country would you not want that to apply to all types of 
businesses? 

MR. FINLAYSON: We felt that industries such 
as the refining of ore and fish packing and canning, the 
type of industry where there is a fairly large capital 
investment in equipment, should receive the same grants 
as a mine going into production. 

COMMISSIONER WALLS: You think it should stop 
at secondary industries. You don't want to encourage 
people to open up garages or the Doctors to set up a 
medical clinic? You don't think they should. get the 
three-year moratorium? 

MR. FINLAYSON: We didn't want to appear greedy. 
We felt this would help develop the country. 

COMMISSIONER WALLS: I just want to get it clear 
what you do want. I have one other question I would like 
to ask with regards to Schedule 1. On the bottom half 
of the page in your calculation of the purchasing power 
of salaries after adjustments for the higher cost of 
living and extra taxes we come to the housing subsidy. 
You show the civil servant with an average of $1,593 and 


you show no subsidy in Edmonton. You show the same amount ! 
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of $1,593. for other citizens. Now that $1,593., as I 
understand it, is based on the average of the housing 
grants and things that go into it thae-yeu-have based on 
the Isolated Post Allowance. We have a brief following 
this from two Doctors. “he they get the $1,593.? 

MR. FINLAYSON: No, neither do the other 
citizens. This is the accountant's way of setting up a 


set of books. 


COMMISSIONBR WALLS: I understand you perfectly. 
I am working with some of them on this Commission and I 
have equal trouble! | 

THE CHAIRMAN: Don't provide this kind of 
opportunity, please? 

MR. FINLAYSON: If that figure is removed the 
Net Purchasing Power figure is the one. 

COMMISSIONER WALLS: That is what makes your big 
difference. If that figure were removed, as it seems it 
should, you would not have the low relationship of 
fifty-nine per cent in comparison with Edmonton. It 
would be quite a bit higher than that. 2 cannot 
reconcile that being granted to the other citizens here 
because I feel sure they don't get it. 

THE CHAIRMAN: He is sa@ing here that it is by 
virtue of their negotiating position. Im most cases they] 
have negotiated their pay with a sufficient figure to : 
cover the equivalent of what the housing subsidy would 
have been to civil servants. | | 

COMMISSIONER WALLS: I will reserve that 


question for the two Doctors. It will be interesting to 


know how they negotiate it. 


ANGUS, STONEHOUSE & CO. LTD. 


THE CHAIRMAN: They wut their fees up. 


COMMISSIONER PERRY: As you say imagine we are 


very interested in but somewhat confuse 2bocut the relati 
levels of income between here and outelde, ‘cing back 


to Shcedule 1 and looking at the top hal’ of she 


statement there is a tab at the side which reads: "Extra 
salary normally paid to northern employees to offset 
high cost of living, but not shown separately"...entered 
at $1,460., which happens to be the same as the Norther 
Allowance but is shown in the "Other Citizen” column. 

Now is this some sort of acknowledgment that 
the salaries of other citizens are in fact higher here 
to this extent? 

MR, FINLAYSON: Yes, they have to be higher to 
attract labout. 

COMMISSIONER PERRY: You are just using the 
Northern Allowance as a rough approximation to show the 
extent other salaries are higher here? 

MR. FINLAYSON: Yes. 
| COMMISSIONER PERRY: It would seem then thet t 
| iti point of grievance is directed at the housing subsidy 
MR, FPINLAYSON: ‘This is not a point of grievance 
| We are not begrudging the Civil Service this allowance. 
a] We feel it is necessary for them to live in adequate 
| housing here, We feel that theindividual citizen, who 
ae staged: tp te tevcums. weceisl valed-anme 
| benefit to put them up to the level of the others. 
COMMISSIONER PERRY: The civil servants, of courge, 
| negotiate with one boss only, the boss in Ottawa, and they 


Wlare paid at the same rate all over the country. As I 
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understand it the purpose of the Isolation Allowance is to 
bring their income in this area up to what it would be 
if they were in Ottawa. As Mr. Walls has said that is a 
correction that can apply in any part of the 
country where there are additional costs. In that sense 
this replaces the bargaining power that the ordinary 
citizen has in dealing with his own employer. 
I would think for that reason it may give you 
less grounds for your argument for income tax exemption. 
MR, FINLAYSON: Unfortunately I haven't seen 
anything to prove this press report but I understand 
the Territorial Council in their sittings in Inuvik 
have askeg for a higher Northern Allowance for civil 
servants. They feel that even this Northern Allowance 
that we show is inadequate. Dealing with housing, the 
civil service standard of housing in the general run is 


} 


in the twenty to twenty-two thovsand dollar’ house or 
duplex. Mind you this is with our high cost of building. 

COMMISSIONER PERRY: You are suggesting this is 
a fairly good standard of housing? 

MR, FINLAYSON: Yes, it is a good standard. 

COMMISSIONER PERRY: Even with your high costs? 

MR. FINLAYSON: Yes. 

THE CHAIRMAN: Before you leave that point, I 
curious as to why the housing allowance is not included 
in taxable income. I suppose it was thought that 
housing was too expensive and it should be reduced rather 
than paid as additional compensation. 


MR. FINLAYSON: You notice on Schedule 2 it is 


not a basic twenty-five per cent. It is twenty per cent 
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for rental and utilities is five per cent up to the 


maximums, 


THE CHAIRMAN: Is there an exemption in the Act? 

MR. PERRY: There is an exemption for travel or 
transfer or living expenses allowances expressly affixed 
in an Act of the Parliament of Canada, This is a fairly 
limited sort of thing. I don't know whether these 
anounts are fixed in an Act of the Parliament Canada 
er not, There are as dessacand ca Feb to eight separate 
items. Undoubtedly it must be covered by one or other 
of them otherwise the tax people would want to know 
why. 

| COMMISSIONER WALLS: I think we should look into 
that. 

COMMISSIONER PERRY: You mentioned you would be 
in favour of an extended allowance for children attending 
school. I was wondering just what yor had in mind. The 
present allowance is unlimited as to age. A child under 
twenty-one who is dependent on the taxpayer is fully 
deductible. A child over twenty-one who is continuing to 
attend school is also deductible. 

Now was it something in addition to that you ha 
in mind? 

| MR. FINLAYSON: Yes, it was a question of possi 
coercion on the parents to make the child continue to go 
to school so he does not become an unskilled labourer. 
We want to give the parent an incentive to see that the 


child stays in school instead of dropping out. We have 
quite a percentage of drop-outs here at the sixteen - 


seventeen year old age and these children are ending up 
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1| as basically labourers rather than skilled or semi- 
sicilled workmen. 

COMMISSIONER PERRY: This is happening in all of 
Canada. Forty-three per cent of our labour force did 
not go beyond Grade 8, so I understand, and they are a. 
large jicedinlit ni of the unemployed. It is a great 
national problem, I was wondering if it was more 
ageravated here, Does it have more application to your 
part of the country? 

MR. FINLAYSON: I believe it does. We have 
quite a heavy population of Metiff and Indian people 
that tend to drop out of school rather early. 


COMMISSIONER 


PERRY: This gets into complications. 
Quite often children have to leave shcool in omer to 

support their family. I know it would be argued because 

I have seen it argued that if you give an additional 
allowance for children who were attending school the 


cnarge would be made that this would be doubling the 


bdlessing that these children already had, in other words 
that they were able to attend school. There are counter- 
arguments, 


THE CHAIRMAN: Not only is the country providing 


free education but it has gone forward and applied bonuse 
| COMMISSIONER PERRY: We ect your point anyway. 

Do you think that there are factors up here which, in th 

case of a new secondary industry, would override even the 

inducement of a three-year income tax exemption? Do 

you think there are other factors which would discourage 


new industry from coming in here? 
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Admittedly it is a high cost area. It is a 
long way from the ees of the country and of the 
world. Admittedly an income tax exemption would have 
some effect in overcoming this but have you any basis 
for measuring just how much effect it would have? 

If you know please say so becaus 


difficult question. 


7 this is a very 


MR. FINLAYSON: No, I haven*’t. 
MAYOR HORTON: I would not care to, I would not 


entive effect imcome tax can give ——:: 


exaggerate the i 


and it may be that the other difficulties would contime 
to remain. the real difficulties. 


MAYOR HORTON: I don?*t think there is math doubt 


that the three-year exempt. 
operations to start but to pin it down statistically 
would be difficult. 

THE CHAIRMAN: It would be interesting to kéow 


5 = 


if the three-year exemption had induced mines to domid.s 

Perhaps the mines would have come aryhow. 
COMMISSIONER PERRY: May be the mines aré up 

here because there is not gold within fifty miles of 


‘ty miles of Toronto. This 48 


Montreal or oil within fi: 


one of the most obscure questions, what effect 1 
does really have. 
That is all I have, Mr. Chairman. 
THE CHAIRMAN: You have indicated that these 
Isolated Post Allowances represent differences in the 


cost of living and as such are a measure for reduced 
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taxation. May be that is so but I believe that these 
allowances are partly compensation for higher living cost 
and they are partly to induce people to leave their 
friends and backgrounds to take on these abi) 

I dontt know how much is the one and how much 
is the other. I don’t suppose you or anyone else knows 


that. 


| 
| 
| 
MR. FINLAYSON: No, that would be difficult to | 
answer. | 

THE CHAIRMAN: There have been studies made of 
the differences in the cost of living, I presume. 
MR. FINLAYSON: Yes, The Government Danan tie e 


do a survey of the community every six months and these 


because of this survey. 

THE CHAIRMAN: So they would have an idea? 

MR. FINLAYSON: I believe they use the standard 
items in the Dominion Bureau of Statistics figures. 

THE CHAIRMAN: What are the progvects on a fish 
processing plant or fur garment industry? I see they 
are indicated as possibilities with the right tax 
incentives. 

MR. FINLAYSON: We have hopes that there will be 
a fish packing plant in Yellowknife within the next 
several months. ) 

THE CHAIRMAN: Do I understand that an attempt 
is being made in that regard in this part? 

MR. FINLAYSON: There is quite a heavy 
commercial fishing industry based chiefly in Hay River. 


They take out seven million pounds of fish a year in this 


a RS A en tpn are ea <n ne ns nn on Senescence Ane eee ng 
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area, chiefly from Great Slave Lake. 

THE CHAIRMAN: That is not packed? 

MR. FINLAYSON: It is filetted and frozen and 
shipped. It is not canned or ioented in any other way. 

THE CHAIRMAN: Why would that not have occurred? 
Is it just as cheap to ship in the filetted-frogen stage 
as it is canned and therefore more economical to can 
it south than it is here? 

MR. FINLAYSON: No, it is mot canned. The bulk 
of our fish in this area goes to the Chicago and New York 
market. They want fresh fish and the quotas in the lakes 
have not been taken for several years. Possibly there is 
not the market to take the quotas that are set by the 
Dominion Fisheries. 

THE CHAIRMAN: Of course you are competing 
against very low cost areas which are supplying parts of 
Canada -- the Atlantic Coast. 

MR. FINLAYSON: Yes. 

COMMISSIONER PERRY: It has been indicated to 
us that these documents relating to the Isolation 
Allowances are tice common information and have been 
requested by the Unions in this neighbourhood for the 
purpose of negotiating with employers. Would you have any 
experience that would indicate whether that is true or 
not ? 

MR. FINLAYSON: You mean whether they have been 
withheld? 

COMMISSIONER PERRY: We understand they have 
been given out. | 


MR. FINLAYSON: Yes, they are available. 
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COMMISSIONER PERRY: And are used for this 
purpose? | 
MR. FINLAYSON: Yes. 
COMMISSIONER PERRY: For renegotiation of wage 
contracts? 
MR. FINLAYSON: Yes. We listed the pages and 
so on that we used. We had no trouble in getting a copy 
of this. | 
THE CHAIRMAN: I didn't fully understand 
Schedule 5. 
COMMISSIONER PERRY: I don't think there is mch 
in the brief that bears on Schedule 5. 
THE CHAIRMAN: The last one I found quite 
difficult. The first figure is a correct figure. I am 
able to verify that quite easily. That is $1,098. The 
$696. is the Isolation Allowance and then the 
supplementary allowance - Food provided to a maximum of 


ch 


$135. a month. 
Where does that: come from? 
MR. FINLAYSON: The Department of Transport 
employees are allowed to sign bills at the local 
restaurant up to that amount. 
THE CHAIRMAN: They are fed at the expense of 
their employers up to that amount, likewise they are 
provided with room up to $40. a month? 
MR. FINLAYSON: Yes. 
THE CHAIRMAN: These are people in transit? 
MR. FINLAYSON: No, single resident employees. 
THE CHAIRMAN: Employees of all Government 


Departments? 
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MR. FINLAYSON: We didn't have this for the 
Department of Northern Affairs. We used the Department 
of Transport figures on this. 

THE CHAIRMAN: Then $77. per month or maximum 
"subsidy"... 

MR. FINLAYSON: That is what is charged to them 
for their board and lodging. . 

THE CHAIRMAN: He is allowed to spend $2,100. 
but he has to pay $1,176.? 

MR. FINLAYSON: Yes. 

THE CHAIRMAN: In fact he subsidizes the 
difference between the two? 

MR. FINLAYSON: Yes. 

THE CHAIRMAN: The tax saving is the difference 
between what he does pay and what he would have paid if 
he did not receive the benefits. 

COMMISSIONER WALLS: It is the tax on the 
difference between $2,100. and $1,100. 

THE CHAIRMAN: “If it is twenty per cent it is 
twenty per cent of $1,176.? 

COMMISSIONER WALLS: Yes, you are right. 

THE CHAIRMAN: $1,176. is $2,100. minus $924., 
which is $77. times twelve? 

MR. FINLAYSON: That is right. 

THE CHAIRMAN: He is assuming more intelligence 
on the part of this Commission than they are displaying! 

)R. FINLAYSON: The $235. is income tax saving 
on this amount. 

THE CHAIRMAN: Thank you very much. I think 


that explains that schedule. I think that probably 
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completes our questioning. That gives us some 
understanding of what your babpeuec here are. You have 
told us some of your troubles and what you see by way 
of solution. I assure you that we will peat to 
consider what you put before us. ‘We will weigh this up 
in the light of everything else we have for all of 
Canada. We will certainly bear in mind the problems of 
this part. Thank you very much for appearing before us 
today and being so helpful. 

THE SECRETARY: Mr. Chairman, on June 18th we 
received a brief in the head office of the Royal 
Commission in Ottawa presented by Doctors Case and 
Powell of Yellowknife. Dr. Lloyd G. Powell is here this 
afternoon to speak to the brief and with him are his 
two medical associates. Dr. Case is not present. I 
would like to enter this brief into the record as Exhibit 
Number 99. 

EXHIBIT 99: Brief submitted by Doctors Case ome 

Powell of Yellowknife. 


Submission 


by 
Drs. Case abd ‘Powell © 
Yellowknife ,N.W.T. 

APPEBARANCES: 

Dr. Le G Powell 

Dr. G. S. Battersby 

Dr. Pi. OtDonaghue 

THE CHAIRMAN: Good=day Dr. Powell. We have 


read your submission with ‘edrisi¢erable interest. Would 
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you tell us a little bit about your practice in this 
part of the world. Are you accompanied by two other 
Doctors because you practise together in the form of a 
clinic? 

DR. POWELL: ress We are in a group practice 
here in Yellowknife on contracts to the mines for service 
to their miners and we also have a private practice to 
the general community. We find in group practice we are 
able to provide a better service to the community. 

THE CHAIRMAN: In this area how many Doctors 
would there be altogether? 

DR. POWELL: Three Doctors in the immediate 
vicinity. 

THE CHAIRMAN: For about four thousand people? 

DR. POWELL: Yes, just about four thousand. 

THE CHAIRMAN: And therefore all the Doctors 
in this area practise in a group? 

DR. POWELL: That is correct. 

THE CHAIRMAN: Now if you would care to speak to 
what you put before us we would be very glad to hear you. 

DR. POWELL: First of all, Mr. Chairman and 
Members of the Commission, I would like to apologize for 
Dr. Case*s absence. He has left the practice and seen 
fit to flee from the northern climes to Toronto. In his 
place my colleagues will represent him, Doctors 
OtDonaghue and Battersby. 

As you have already got the brief, which is 
mainly from the pen of Dr. Case who has left the community 


we are at your disposal for further questioning in 


regard to this. 
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THE CHAIRMAN: You support the brief, I take it. 
You say it is written by Dr. Case. He wrote the brief 
and cleared away...i was wondering if there was anything 
to be read Satie that? 
DR. POWELL: Yeg we support him one hundred 
per cent. It is a very well written document. 
COMMISSIONER WALLS: As you will realize, Doctor 
your representations follow rather closely all those of 
the preceding brief. I want to congratulate you. The 
whole of the north country are probably the most uniform 
thinkers of any place we have been. It is a change to 
: have everybody pretty well asking for the same thing. 
Certain Companies apparently have to offer an 
: Isolated Post Allowance to get people to come into the 
| north. Now what about a self-employed person like 
: yourself without that inducement? What persuasion induced 
you to come here? It would seem to me that you either 
prefer to live in the north of that you can make a better 
| income in the north than you would make ef Jewhere. 
| DR. POWELL: This is often a very difficult 
question to answer. On coming here I thought I would be 
| here six months to a year. When I first thought of coming 
| here I was thinking of specializing and coming up here 
for a short while ment leaving. As it turned out the 
: Doctors Fitch and Case were peas at the time and Dr, Pitec 
ier the practice just about then and I took over his 
| share of the practice and found that I didn't think I 
t goats leave just now for a while anyway. 
COMMISSIONER WALLS: So it is in your case those 


| circumstances rather than a desire to live in the north or 
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the fact that you can make a larger income in the north 
Is that right? | ; 

DR. POWELL: I would say I am aiuieiie establish: 
in the north for purely accidental reasons and I would 
hate to uproot myself and I would hate to set up a 
practice equal to what I am earning in the north. 

COMMISSIONER WALLS: What do you think about 
most self-employed people here? What do you think is 
their reason for being here? If you have such 
disadvantages as against civil servants in regard to 
allowances there must be something that compensates and 
makes it worthwhile. Why do the self-employed people 
come here and want to stay here? 

DR. POWELL: I think on the whole you can say 
that the slaaries are slightly higher than outside but it 
is a false image. The purchasing power'of the dollar 
spent in the north is nearly half what it would purchase 
outside. The cost of living in the north will vary from 
1.5 to 2 per cent over what it is, say, in Eastern Canada; 
at least twice what it is in Eastern Canada. So you can 
paises into coming here and into thinking you are ma 
so much more money and you will save a lot more. It isa 
false pretence. I have known folks who have been here and 
were not able to get out because it was difficult finding 
the fare out, 

COMMISSIONER WALLS: Would you not say, whether 
it happens to be a self-employed person or a union member 
at the mine, that in every case the income return to some 
degree is based on the Isolated Post Allowance that the 


Civil Service get? 
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If the Union is negotiating a wage scale here 
would they not of necessity use the fact they should get 
a wage based on the fact that the Civil Service get an 
allowance here. By the same token does not the self- 
employed person get more revenue to compensate? 

DR. POWELL: As I said, I would agree that the 
revenue is a bit higher in salaries but this is taxable 
revenue on the whole whereas theirs is only half taxable. 

COMMISSIONER WALLS: I see. That is a good point. 

COMMISSIONER PERRY: If the situations were 
changed for the Civil Service and all of their allowances 
were to be made taxable would you contemplate that they 
would qualify for the increased exemption as well as the 
non-Civil Service? 

DR. POWELL: I don't know if we were misunderstoo 
in the brief. I do think if they were disallowed these 
privileges their income tax exemptions would also have to 
be increased to bring their standard of living up, 

COMMISSIONER PERRY: what do you regard as 
"*orivileges"? Is it everything they get over the basic 
salary? 

DR. POWELL: Yes, I think we calculated that here 
The average person would have to earn about $5,600. more 
per annum than the Civil Servant to equal his living in 
the north. Three points are mentioned: Northern allowance, 
housing subsidies, and transportation allowances. That 
is how those figures are arrived at. If any of those 
figures are wrong you can correct me on this. 

COMMISSIONER PERRY: I am not worrying about 


figures. I imagine you were in the room when I made the 
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point about the fact that the increased allowance here, 
particularly in the form of the Isolation Allowances, 
reflects the fact that Civil Service salaries are 
national salaries and they cannot bargain with local 
employers. All this does is bring the basic salary up 
to what it would be if he were able to so bargain. To 
that extent we might say this is not really a privileged 
position, is just a position adjusted to the average 
local level. 

DR. POWELL: That is correct. 

COMMISSIONER PERRY: I would think one would 
have to say the housing allowance is in a different 
category, if for no other reason than it is tax empt. 

My original question was: If one assumed that 
all these things were to be taxable to the civil servant 
should the civil servant then be allowed the increased 
income tax exemption that everyone else would have? 

DR. POWELL: I think he should be allowed the 
increase. 

THE CHAIRMAN: I am a little confused. We start 
off by having attention drawn to the Crown subsidies to 
civil eens in the north in you suggest that tax 
exemptions in lieu of the subsidies would put private 
citizens and civil servants on a more equal basis. I 
think that I understand that in a broad way. 

Of course, tax incentives, by virtue of the 


increased exemptions, which I think is your proposal, 


i would never really put them completely on the same basis 


29 | I think the only way would be to subsidi,e the people who 


} 


| are not 
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i servants look like the wealthy part of the community? 
DR. POWELL: I think if you visited an average 
4) person in Yellowknife and saw his home and then proceeded 
3} to a Givil Service home where the man was earning about 
6| the same salary you would see a marked difference in the 
7| standard of living in the home of the civil servant. He 
| lives in a fairly decent fashion with decent furniture, 


9g} just as good as you would have in southern Canada as a 


t] 
l 


10| civil servant and as a person should normally live. 
}salary connot afford to fix his home like this in the 
lnorth. It costs too much. 


COMMISSIONER WALLS: Is that factor not one of 


}lack of permanence? I can understand that these homes 


amintained. In a new country is there not a feeling of 


18 | Impermanence that discourages other people from spending 


| 


jmoney ontheir homes? Would that not be a partial reason 


|why one home was fixed up better than the other? 


DR. POWELL: This is very true. However, if a 


ee would became less and less. 

THE CHAIRMAN: I would refer you to the sentence 
[in the brief which reads: 

"I submit to you that the provision of an 
appropriately large measure of tax relief to all 


northerners is the only possible method of 


providing economic equality to all citizens of the 
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north." 

I am not very sure what the next sentence means: 
"This would, of course, be followed by elimination 
of various taxed and untaxed northern allowances 
received by the “have” or civil service group." 

I gather you propose not only _that the tax 
deductions be increased but that. the allowances to the 
Civil Service should be limited? 

DR. POWELL: well, this is the general idea. 
Civil servants at present are attracted here on the basis 
of making them equal to their southern civil servants by 
giving them certain benefits. If you are going to give 
them income tax deductions along with the rest of the 
population then I would consider it unnecessary to continu 
these special allowances. 

THE CHAIRMAN: There is a vast difference betwee 
an income tax deduction and a subsidy. Your subsidy is 
one hundred per cent whereas the income tax deduction is 
somewhere perhaps about twenty-five or thirty per cent. 

DR. PGWELL: An adjustable figure could be 
arrived at. 

THE CHAIRMAN: Instead of "elimination" we could 
use the word "reduction". The substance of that 
paragraph is that there really is a preat deal of 
inequality between the “haves” and the "have-nots" and by 
one way or another you believe that should be brought 
together. 

DRe POWELL: I don't think it is so much the 
inequality as the fact that the cost of living is such a 


burden in the north for one group. It forces the average 
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person to sub-standard living. We just want to bring up 
the sub-standard "have-nots" to the standards of the 
Civil Service, who have really a very average condition. 
THE CHAIRMAN: I read your second sentence as 
bringing down the "haves". 
DR. POWELL: I think if we cancel the word 
"elimination" and use "reduction". 
THE CHAIRMAN: Then you are agreeing with my last 
| proposal. 
COMMISSIONER PERRY: Dontt you think you would 
| still have a case to make if there were no civil carne 
i here at all? 
DR. POWELL: Yes, most decidedly. We are only 
! using the thinking the Government has used in attracting 
civil servants to thin north. This is the only argument 
| why we have used the Civil Service as an example. 
COMMISSIONER WALLS: I note that while you talk 


about giving a tax incentive,nowhere in your brief do you 


? 
| Suggest any thinking as to what that incentive should be. 
Have you any recommendation? 

DR. POWELL: We haven't thought much about it. 
We thought you might come up with something. About the 


most important thing in the develdé)ment of the north is 


}- a new clinic has certain uncertainties. If there is any 
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COMMISSIONER WALLS: Seven year? 

DR. POWELL: I am using that figure for no good 
reason. It seems that this is about the time, the first | 
few years, when most businesses lose a lot of money. | 

COMMISSIONER PERRY: Would you concede this to | 
a new medical clinic in town? 

- DR. POWELL: We dontt say it in a personal 

manner. Certainly if this nee help and a new medical 


.clinic could be established....However, the building of 


one of us here who would want to put this money out to 

build a clinic in an uncertain town; if we were sure it 
would last for a certain time, we would want to do it. 

A tax incentive could help us. 

COMMISSIONER WALLS: Your two lines of thinking 
would be: You would increase the family exemptions 
vier private incom: tax and you would extend the tax 
holiday or create 4a tax holiday in line with what is 
ziven to the ~inss to other businesses. You would not 
sop at secondary businesses. You would suggest this be 
applied to all types of businesses, such as a medical | 
clinic. | | 

DR. POWELL: As I mentioned I didn't do mich 
thinking along this line. I am not going to classify wha 
type of businesses. 

COMMISSIONER WALLS: Thank you. 

THE CHAIRMAN: Thank you, Doctors. I don't 


think we have any more questions to put to you.e You have 


been very helpful indeed, Dr. Powell. We will consider 


what you have said to us. We don't have many Doctors 
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come before the Commission. We have had some Association 
but not individuals. Thank you very much indeed. 

THE SECRETARY: Mr. Chairman, the third brief | 
this afternoon is from the Citizen*s Committee of Norman | 
Wells. The Citizen's Committee forwarded their brief | 
to us on June 27th. It was signed by Mr. E. Monaghan, : 
‘Chairman. To represent the citizens of Norman Wells chee 
afternoon is Mrs. Morgan and she comes to speak to the | 
brief which I now enter into the record as Exhibit 100. 


EXHIBIT 100: Brief submitted by Citizen's 
Committee of Norman Wells. 


Submission 
by 
The Citizents Committee of Norman Wells 


A PoP EB A Roe Cie oS 


Mrs. Morgan. 


| 
| 
| 
| 
' 
| 
| 
THE CHAIRMAN: Good afternoon, Mrs. Morgan. It | 
| 
is very kind of you to come and see us. We know you have | 
come a long waye We are very interested in what you | 
have put before us. Before we get to the brief I would 
appreciate knowing a little more about Norman Wells 
and its Citizents Committee. I think I associate oil with 
Norman Wells but I know very little about who owns the 
oil wetls or if it is an expanding community. Would 


you tell us about Norman Wells? 


MRS. MORGAN: It was started as an Imperial Oil 


town with a small refinery. At one time most of the town 
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was Company employed, now there are just about as many 
Government employees. The refinery operates all winter 
preparing the product to be shipped in the summer by 
barge. We even have some wells on an island two and a 
half miles across the river. 

THE CHAIRMAN: Is that the Mackenzie River? 

MRS. MORGAN: Yes. In the summer they barge 
_the crude to be refined and in the winter run a pipeline 
across. | 

There are about three hundred people there now. 
Of course a few years ago there was no school and no 
children. Now there are about sixty children and about 
twenty-five go to school this year. About two years ago 
they built a new school and this year they are expanding 
by putting a room in. It seems to be becoming a family 
town. 

THE CHAIRMAN: Would there be other Companies 
besides Imperial Oil exploring there? 

NZS. MORGAN: Not right at Norman Wells. There 
is a lot of exploration around it. Shell Oil was there 
a few years ago and Geophysical Associates are not too 
far from Canol, which the Americans built. They are 
drilling west of Fort Good Hope, the same place they were 
last winter. 


THE CHAIRMAN: Now your Citizen's Committee is 


96| concerned about personal taxes? 
\ 


27 


28 


MRS. MORGAN: Yes. 


THE CHAIRMAN: How about the development of 


99|\business in that area? I suppose most business in that 


30 |area is actually serving the community who are employed by 


| would be able to earn their way rather than becoming 
i 


| In the case of the natives sometimes they may have two or 


| able to pay income tax. They probably do not have enough 


; 
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Imperial Oil. Is that right? 

MRS. MORGAN: P.W.A. has a small establishment 
there. I imagine there would be room for some private 
anterprise in the form of a hotel. We only have one 
Company store.» Other people bring their supplies by 
barge in the summer time. You buy a year's supply and 
you have to leave....I don't know what they do with the 
supplies. I think recently they have it so the Government 
brings in so many rations and as re employees are 
transferred the next employees take over. | 

THE CHAIRMAN: Would you like to speak to any 
of the points in the submission you have before us, which 
we have read, We would be glad to have you draw our 
attention to anything. 


MRS. MORGAN: In addition to this we felt 


| that private enterprise and more industries and people 


should be induced to come to the north to develop it 


quicker. The native population is increasing quite 


| rapidly and very soon, I imagine, the natives won't be 


able to live off the land as they have dene. If there 


were more industries and jobs available then these natives 
wards of the country, which lots of them are now. 
three bad years in the hunting and trapping and not be 
to get by on. If they have a good year they are still 
taxed just like the rest of the Canadians. } 


THE CHAIRMAN: Is it suggested that should be 


averaged? 


ae are a a eae 
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MRS. MORGAN: Yes, I would. think so...We had 
rather a rush to get this brief to you in the first place. 
THE CHAIRMAN: I would think there might be a | 
case to be made for averaging trappers! and iiieerds 
income like farmers and fishermen. 4 
MRS. MORGAN: heetiber thing is medical expenses. | 
In Yorman Wells our Company has a hospital. In a place 
like Fort Franklin, Fort Hevenn:, or Good Hope if someone 
is sick they have to be tramspor 


ed, may be to Norman 
Wells or may be Edmonton depending on the facilities or 
the case. Most of the time I believe the individual has 
to pay this cost and air transport is very expensive, 
particularly when you have to charter a plane to ne and 
| take you out. Some of the places don't have a hospital, 
some don't even have a nursing station so you just have 

| to be healthy. Dental care is another thing most people 
| try to have looked after on vacation but a lot of people, 
| the natives and old-timers, don’t go out every year. We 


approached a dentist from 


Edmonton to come to Norman 
| Wells to look after the demtal work. It proved quite 
| popular. He had to charge more for his rates because he 
had 7 transport his equipment up there and pay his own 
| transportation. Everything is more expensive than ever. 
‘THE CHAIRMAN: Are those tax matters? 
MRS. MORGAN: Well, if we had lower...possibly no 
income tax to pay it would help to cover these things. 
This is another added expense. ; 


THE CHAIRMAN: It would help the people who are 
29 paying taxes but not the people who are not earning enough 


money to pay taxes. 
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MRS. MORGAN: That is right. Another thing is. 
the high postal rates. Norman Wells is $1.00 a pound 
for parcels coming in and you do a lot of shopping by 
mail. You cantt buy a whole year's clothes. You have 
to bring them in and it is very expensive. 

THE CHAIRMAN: And they must come in by air? 

MRS. MORGAN; Yes. That is about all I have, 
thank you. 

THE CHAIRMAN: Thank you. 

COMMISSIONER WALLS: What is the extent of the 
relationship of the Imperial Oil employees at Norman 
Wells with the wage scale that is paid eee 
at IOCA? Do the Imperial Oil give you an Isolated Post | 
Allowance over and above their wage scale that is 


prevalent in their other plants? 


MRS. MORGAN: Yes, they do. Single employees or 


people who do not have families live in dormitories and 
eat in the mess hall and they get free room and board. 
A married man is oer $75. a month to é¢over his not 
eating in the mess hall and then they supply the 
accommodation. It is fof nothing too. 

COMMISSIONER WALLS: In other words, as far as 
you know for a like type of odeiiaiea'ael the Imperial Oil 
employee at Norman Wells would receive more money than he 
would if working for Imperial Oil at the Coast? 


MRS. MORGAN: I am not too sure. I believe 


| they have Company houses there but whether they pay rent 


or not I am not sure. 
COMMISSIONER WALLS: Your brief is primarily 


dealing with alleviation of taxation to the individual 
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"Taxation should not be a deterrent to those 
poineering Northern Development - but unfortunately, 
under existing conditions it is." 


To what extent does income tax stop people from 


6] coming to the north? Do you not really mean you would 


7 


MRS. MORGAN: Well, they feel that if the 


COMMISSIONER WALLS: So you are realy referring 


concession to come to the north? 

MRS, MORGAN: Yes. 

COMMISSIONER WALLS: Do you really think, as 
lyou state here, that taxation has kept any man who wanted 
ito from coming into the north? 


MRS. MORGAN: I don't imagine so but the high 


COMMISSIONER WALLS: You refer to the extra heavy 
as jcost of clothing. Surely your climate here is no worse 
96|than you will find in Winnipeg or other parts of Canada? 
27 | MRS. MORGAN: I have never lived in Winnipeg. 
Iz couldn't say. 


COMMISSIONER WALLS: Is this matter of clothing 


althe Northwest Territories and outside of Norman Wells?. 


3] MRS, MORGAN: I imagine it would be the same. © 
ajo course the working men who worked outside, particularly 
sjas they did on the DEW lines, they were shipping drums 

6] an fifty degrees below zero with wind and so on. They 

7i would have to have more than one part. You couldn't 
dows down and buy another one any place or any time. 


COMMISSIONER WALLS: I notice in your brief you 


MRS. MORGAN: About eight-five cents a pound. 
COMMISSIONER WALLS: That must be the cost of 
14| transportation between here and Norman Wells. According 
1s} to the figures we have butter is selling here as low as 
| sixty-three cents a pound. The only subsidy paid is the 


17 | consumer subsidy of twelve or fourteen cents. The only 


2a | MRS. MORGAN: This happens to be a Company store 


ag | rather than income. I was wondering whether this leads 
a7) into a specific proposai? There is no proposal in the 
lorier for taxes on spending. 


MRS. MORGAN: I am afraid I can't answer that. 
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THE CHAIRMAN: Who is Mr. Monaghan? 

MRS. MORGAN: He is the Chairmen of the Committee 
He is ome of our pump engagers. 

THE CHAIRMAN: It is his idea he bicuiiaien sales 
| tax to income tax? 


MRS. MORGAN: It sort of looks that way. 


COMMISSIONER PERRY: I think he needed another 
| paragraph there to explain what he mant. Just as a 
| matter of information, the exemption that is referred to 
i for coal mines for five years is intended, I believe, to 
| refer to the general exemption for any mine, which is 


pe pt ee 


for three years. This is towards the bottom of page 2. 
%| There is an exewption for all mew mines for the first 
| three years. I imagine this is the point which Mr. 


That is all, Mer. Chairman. 
I would be interested in knowing 


| more about the trappers and hunters. I wonder 


9| of them are taxable. Particularly what I am interested 


! 
if 


| in is the need to average their income. You spoke of that.| 
You said some years were lean and some years were fat and 
| it seems unfair when they get taxed on the fat years. I 
must say I am very sympathetic to it if that is the case. 
If that appeals to you as a significant problem if you 
would care to write to us when you get home I would be 
glad to hear from you. 

COMMISSIONER PERRY: Are most of the trappers and 
hunters not occupied at some other type of work part of 
the year? 


MRS. MORGAN: They are around Norman Wells but 


< 
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1 
I don't think they are in most of the other settlements. 
a There's not enough to do really, no place to work. 
° THE CHAIRMAN: That is all our questions. Is 
4 


there anything you wish to say to us before we wind up? 
MRS. MORGAN: No, I don't think so. 
THE CHAIRMAN: We are gresefal indeed for you 
going to the trouble of appearing before us today. It 


has been extremely helpful to hear from somebody from 


your part of the world. I am only sorry we are not going 


up there. The next best thing is to have somebody come 
to us. Clearly we would not have covered Canada without 
hearing about the problems of this part and your part. 
Thank you very much indeed. 

Mr. Secretary, is there anything else? 

THE SECRETARY: Not this afternoon. Tomorrow 
morning at 9:30 a. m. we will hear a brief from Mr. 
Sivertz, the Commissioner of the Northwest Territories. 
Following that I would like to enter into the record a 
brief received from Inuvik and the Western Arctic 
Development Association. 

THE CHAIRMAN: We will stand over until 9:30 


~~-~ The hearings were adjeurmed to resume at 9:30 a.m. 
on July 25th, 1963. 


| 
tomorrow morning. 
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--- Upon resuming at 9:30 a.m. on July 25th, 1963, 
at the Court House, Yellowknife, Northwest Territories. 


THE CHAIRMAN: Mr. Secretary, I think we will | 
commence. . | 
THE SECRETARY: Mr. Chairman and Commissioners, | 
before we hear from Mr. Sivertz I would like to enter 
into the record as Exhibit 101 a brief from Inuvik and 


Western Arctic Development Association. This brief was 


received in our office on July 15th. Unfortunately the 


| 
| 
Secretary could not be here and he asked if we would | 
enter it into the record and look at their brief without | 
their presence. 

THE CHAIRMAN: Thank you, Mr. Secretary. | 


Brief submitted by Inuvik and 
Western Arctic Deve lopment 
Association. 


THE SECRETARY: We now have a brief being 
presented by Mr. B. G. Sivertz, the Commissioner of the 
Northwest Territories. I would like to enter this brief 
into the records as Exhibit 102. Mr. Sivertz is here to 


speak to the brief. 


Brief submitted by the Commi 
of the Northwest Territories. 


Submission 
by 

25 
26 The Commissioner of the Northwest Territories 
27 
28 
29 

| 


TORONTO, ONTARIO 


THE CHAIRMAN: Good morning, Mr. Commissioner 
Sivertz. Thank you for being here today. We have 


missions dealing with incentives to the 
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read your sw | 
development of the resources of the north, primarily | 
directed to business rather than individuals. Yesterday | 

; ! 


I would say that we dealt more with individuals. I 
think this is well balanced. 


Should you wish to speak to it we would be very 
glad to hear anything you may have to say and we will 
have a mumber of questions. We would prefer to deal with 
our questions after you have said whatever you are 
pleased to say. Please consider this to be fairly 
informal amd don’t bother standing unless you wish to do 


BO « 


Commissioners, in presenting this brief I wish to express | 


retiation on behalf of the Council of the Northwest 


Territories to the Royal Commission for coming into the 


| 
| 
! 
| 
WMISSIONER SIVERTZ: Mr. Chairman and | 
| 
| 
Territories to sit and receive submissions and gain an | 


appreciation of what the settlements ane cies countryside | 
is actually like. 

In Canada north of the sixtieth parallel there 
is something like forty per cent,of the land area of the 
nation. This is a section of Canada that is in the 
exploration stage. If this seems to be a startling 
statement I suggest that the Commissioners note that 
notwithstanding the fact that the coast lines, rivers, 
and lakes are pretty well outlined in the map this is an 
occurrence only since the War. Previous to that very 


large land masses, islands as large as Vancouver Island, 
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1 were totally unknown. It was discovered by aerial 
2 photography which also discovered to us all of the lakes 


3 of the Keewatin Region. We now have maps that enable us 


4) to traverse the lands accurately whereas betiies the War : 
5| the flyers going over the country were dependent be ae 
6|| upon their compass courses and these were invariably 

7\| umreliable because of the proximity of the magnetic pole. 
8 Since the War the outlines have become delineated 
gi by physical exploration, exploration in the geological 

149 sense. The inventory of what wealth there might lie in 

11| these lands has only barely been touched. It is going 

12| forward at a rapid rate in one sense in that there are | 
13) a large number of geological survey parties which go out 
14), each year and there are topographical and hydrographic 
15| Surveys. Compared to the large volume of work to be done 
16 this is rather slow. This will not be accomplished for 
17| Perhaps a quarter of a century if it is carried on at the 


18 rate it is now being done. 


19 As is apparent from the policies of this 
20 Government and its predecessors in office the Government 


| 
{ 
is determined to regard it as an investment stage whereby : 


21 

22 | the Government is doing the exploration work, this general 
23 inventory, and it is also at the same time laying the 

aa} groundwork for the entry of private capital. It is by 

. means of private investment that the Government conceives 


be of development of whatever wealth there is in the 


| 
| northland. 
27 | 


For this purpose it has been going forward on | 


28 | 

“truly a large scale with the development of communication 
29 | 
30 | 


| services, weather meteorlogical reporting, and also | 
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radio communications whereby we now see underway or 
completed reliable telegraphic and telephone networks : 
running through the Yukon, through the Mackenzie and 
through the Arctic lands as well. These were eres epee 
and indeed are only under construction at present into | 
some regions right bk? : 


At the same time we have seen the extension of 


roadways; roads through the Yukon; roads through the 
Mackenzie. Now the City of Yellowknife is connected to 
the highway system of the North American continent. 

This is a major sort of challenge to a commmnity | 
formerly regarded as a place of isolation for the 
substantial winter period and connected by means of 


| 
barge transportation during the summer. This has | 
completely changed now throughout the north by the wv 


of scheduled airlines that extend right to the Arctic 


Coast and in the east to the Queen Elizabeth Islands. 
There is charter aeroplane service at many points in > 
the northland so the Government can make use of the | 
public transportation and so may all other potential i 
users. | 
When I speak of the exploration stage I think | 
of the term as preceding the development stage in the 

development of industry and that stage preceding the 


productive stage. The exploration stage then is one 


which is being watched by industry very closely and with 


| 


great interest for there is the possibility of considerab 
mineral wealth in the northland. There is other wealth. | 


There is the fur trade. It is not an inconsiderablie 


= 
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thing and we believe it can be developed to a larger 

2] volume than at present. The mineral development of the 

3| north is the tee to which we must look as the source of | 

4/ the real wealth, and I include oil and gas. | | 
I draw the attention of the Commissioners to the | 

rocks which surround us in Yellowknife, the bare bald 

rocks referred to as the Pre-Cambrian Shield. They are 

old rocks with no fossils, no oil or gas because the 

formations were laid down before any living organisms 

grew on the face of the earth. They do, however, contain 


metallic mineral. 


| 
| 
The Province of Ontario has quite a large area | 
of Pre-Cambrian and from this area there is produced at | 
the present time approximately one billion dollars worth | 
of Canada's primary wealth, bright new metallic wealth. 
In the Northwest Territories there is nearly three times | 
the area of Pre-Cambrian compared with Ontario. | 
Is it correct to assume the occurrence of : 


metallic deposits equal in frequency in this uniform type 


of formation? I believe it is correct to assume that. | 


If so is it correct to assume that given an equal level 
of development the Northwest Territories can:be producing 
three billion dollars worth of mineral wealth from the 
Pre-Cambrian wealth? I think perhaps not because we have 
to observe that costs are somewhat higher in the north 


| than in Ontario and therefore any given mineral deposits 


would have to be richer before it could be more profitably 
worked in the Northwest Territories than in Ontario. 
Nevertheless the possibilities are very great 


30 || indeed. I direct the Commissioners’ attention to the 


J : 
ANGUS. STONEHOUSE & CO. LTD. 
TORONTO. ONTARIO 92 


fact that even though costs are generally higher in the 


Northwest Territories this is not necessarily true in 


‘ 


an absolute sense in all places. The west coast of 
Hudson Bay gives sea access for ocean-going shipping for 
a few months of the year to very large areas. There is a | 
railway now under construction leading to the south shore | 
of Great Slave Lake which will give rail transportation 


to all the shores of this great lake and therefore 


| 
| 
water borne transportation connected with the railway | 
system of the continent is in prospect for the regions | 
around here and the costs of operating in this northland | 
need not be thought of as prohibitive in the sense that | 
| they are in very remote places where none of these | 
| facilities exist at all. | 
I suggest also the possibilities of the sedimentaty 


| lands of the Northwest Territories, which are also very | 
| large, for the production of oil and gas hold great promisd. 


| These lands lie through, generally speaking, the | 
| Mackenzie Valley, the Yukon, and the Northern Islands. | 
They are an extension of the sedimentary lands of 
Mexico, the Central United States, and of Alberta. They 


lie over a basement of rocks in thickness varying from 


| 
| 
| around five thousand feet to large areas where the | 
thickness of the sediment is eleven thousand feet and in | 
| some places it reaches nineteen thousand feet in Rrra 
This makes northern Camada one of the large sedimentary | 
| basins of the world. 
Applying a sort of statistical probability, as i 
I did to the Pre-Cambrian rocks, and mentioning the 


| 
| 


production from Ontario and the potential production from 
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the northland, I suggest the propriety of assuming, as 
oil geologists do assume, that every sedimentary basin in 
the world has oil and gas. They even assume it has at 
least fifty thousand barrels per cubic mile. They also 
can assume a per barrel cost of finding oil in any given 
sedimentary basin, as has been worked out in the Sahara 
since the War. A planned program of oil finding produces 
oil. 

If this oil can be so found, which I say is a 
foregone conclusion, then there is the question: Can it 
be brought to market? This is an exercise in efficiency 
and I suggest that the industries of Canada, the 
designers and engineers and construction people, need 
to exercise their talents in the Canadian north to become 
expert, to become excellent in Arctic operations. Canada 
can become, as she is by geography, one of the two 
great Arctic lands of the world. Canada can become a 
land where there are experts in Arctic operations and 
Canada can havea the prospect of getting production costs 
from her northland down to the lowest possible levels 
with the greatest possible prospects of competition in the 
world markets. 

In this exploration stage then it is the view of 
myself, and many others who are concerned with northern 
development, that the conditions should be created whereby 
the most valuable possible economic base can be put umer 
the operation by Canada of her northlands. | 

There are various things that can be done along 
these lines. The beauties of this countryside are 


already exercising an attraction upon people interested 


ANGUS, STONEHOUSE & CO. LTD. 94 
TORONTO, ONTARIO 


e 
| 
in recreation throughout the nation am indeed throughout, 
the world. It is a frontier land full of extremely 
attractive places and exotic places to people who have 
never been into the Arctic regions before, or various 
other northland regions. As the population of the 
North American continent increases it is an absolute 
certainty that people will seek recreational uses and 
recreational activity to an increasing extent. 

Perhaps I should not mention the other 

possibilities that we see in northern development that 
are lesser but concentrate upon the major, the mineral 
wealth. We see, as my brief points out, the désireability 
of creating conditions whereby industry can do the 
exploration and the development and revise the techniques 
for marketing in the world. The exercise of the ingenuity 
of the industrialists is the only means by which we have 
| any hope of developing industry and an economy here that 
| can live with these competitors in the open market. 
I suggest that the opening of the north is 
| perhaps not always clearly understood by people who read 

of the analogy between this operation and the opening of 
| the West. The lands do not wait the plow. Subsistence 
| farming, indeed if it is possible anywhere, is not really 
| possible in the north except in a few small boxes along 
| the river in the southern parts and along the river 
) valleys. Communities such as you see here in Yellowknife 
in our opinion do represent the pattern of the north that 
can exist around an industrial complex and can be a source 
of employment and wealth and can also be filled with 


| amenities and interest for the people who live there. 
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We are therefore of the opinion that the first 
consideration is creating of conditions whereby industry 
can come and do these three operations: exploration, 
development, and bringing into production of the 
resources that is the most interesting thing in its 
potential. 

I thank you for hearing me, Mr. Chairman and 
Commissioners. I am ready to Siosien? questions. I must 
explain to you that I did not come directly from my offic 
and I am not prepared with the detailed statistics but 
I will endeavour to reply to your questions in a broad 
sense. 

THE CHAIRMAN: Thank you very much, Mr. 
Commissioner. This is a thrilling and fascinating story 
and certainly represents a real challenge to the whole 
of Canada and we would like to ask you some questions 
about it. 

It is always uncertain as to what — be done 
by way of taxation. Obviously some things can be done 
by taxes but they are no cure-all for everything. I 
would like to explore with you a little more your views 
in this particular area. 

You have told us, and your brief tells us, of 
the immense strides which have occurred really since 
1955 by way of communications, transportation, and the 
opening up of the country. I was curious myself as to 
how far the Government's role extends in this connection. 
I know that some countries and areas have persons and a 
large budget devoted to developing the tourist trade. 


Others employ people to seek out and try and assist in 
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developing investment opportunities, encouraging people 
to take up investment opportunities. 

I have heard it said that there is an 
opportunity in this country to further develop fish 
processing and the fabricating of furs in some manner. 

I was wondering whether the Government extended its 
operations to the point where it actually had any 
proposals it could put to people interested in that sort 
of thing, or if it sought out people and anocaeaud them 
to do that. Can you tell me how far the Government 

goes in that direction? 

COMMISSIONER SIVERTZ: Yes, Mr. Chairman. First 
I should mention that the Government activities in the 
north are two-fold. One is the Federal, which it is 
carrying on in respect of geological am other surveys 
and also in respect of its responsibility for the Eskimo 
and Indian people. Parallel with this, and indeed using 
the same personnel of the Northern Administration Branch 
as does the Civil Service, the Government- of the 
Northwest Territories discharges its responsibility. 
This is, therefore, a sort of matching operation. The 
Government of the Northwest Territories, being a 
territorial Government, is not able to assemble all of its 
financial requirements and is operating under financial 
help from the Federal Government organized by five year 
periods under a financial agreement. The current ons is 
1962 - 1967, whereby the program of the Territorial 
Government is surveyed for those five years in advance. 
It is costed, its maximum possible revenues by its own 


means are forecast. After approving the program the 
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Federal Government then provides the means by which it 
can be carried. out by providing the difference in the 
revenues that are required. 

This is substantially the difference between a 
Province and a Territory and it is, in my opinion, the 
question of when this situation is no longer a necessity 
that the Northwest Territories could conceivably become 
a Province. 

The Government does interest itself in the small 
industries, the improving of the fur trade and the 
smaller industries. Small industry, may I mention this, 
is well over a million dollars a year from a comparativel 
small population. There is an even smaller portion that 
is engaged in the trapping industry and the smaller 
sections of it that relate to handicraft and the 
mamufacture of furs. The returns to the people of the 
northland could be greater if they did in fact process 
the skins and have them tanned and have them then 
manufactured into garments which would sell in the best 
markets of the world. 

The same dae to fish. The production of 
fish is a possibility at many points. In the Arctic 
the growth rates are slow the farther north you go. A 
fish that would grow to maturity in the Fraser in four 
years grows to maturity in an Arctic River on Victoria 
Island in twenty years. The Fisheries Board advises us 
| on what should be the quota that should be taken from 
| the Arctic rivers and in part they are feeling their way. 
The Government proposes to the people of the 


northland that they make the most efficient use of these 
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resources that they possibly can, which in pe cases 
turns out to be the harvesting of these resources for 
local use. In other cases it turns out to be the 
harvesting eetuaia outside and a cash return. On these 
things the Government has been Pe thoughtful about 
providing men to study and manage and put ction and 
accordingly co-operatives have been formed for the 
management of production of fish, of handicraft, for the 
management of small logging operations, for the taking of 
seals and putting up of seal meat and indeed selling it 
to other communities, and for the building of houses by 
co-operative effort. These are the range of activities 
of some fourteen co-operatives that the Government has 
' proposed to the Eskimo people on account of its 
responsibility for them. 

; The Government of the Northwest Territories is 
interested in seeing similar work done among the people 
who are not Eskimos or Indians. 

I may say this is a development only of the 
past four years. It is only taking its first steps and 
appreciation of its position and potential position in 
the industry of the continent and the iniustry of the 
north particularly is only barely coming to the men and 
women concerned. It is part of an educational effort. 
We regard it as parallel to the effort of child 
education in the school. ; 

We are undertaking adult education by means of 
inviting the adults into the classrooms and men and women 
past middle-age are learning to read and write in the 


schools of the north. They are gaining an appreciation 


+ 


= 

s 

i 
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of what school is and what it can do for their children. 
It is a two-way Street here. The children are conveying 
to their parents, as they rise through the grades of 

the school system, an appreciation of the fact that they 
have a life before them that the parents had not 
understood very clearly. The parents are curious about 
this and are coming to the school. This is happening 

in a number of places through xe north this past year 
for the first time. 

In the matter of tourism the Northwest 
Territories tourist office had its birth two and a half 
years ago and the Northwest Territories Tourist 
Association, which has its headquarters in Yellowknife, 
came into being as a vigorous institution and it is 
seeing now the results from its very modest advertising 
efforts. 

THE CHAIRMAN: That is most encouraging indeed, 
I hope many Canadians will have the advantage of seeing 
what we have seen in these two days. It is.a truly 
magnificent country. 

COMMISSIONER PERRY: Mr. Sivertz, in the brief 
you give some figures on exploration expenditures, which 
I find on sites 6. This refers to expenditures by 
industry. I have gone through your appendices and I 
don't find any references to geophysical or topography 
work that the Government itself has been doing. I was 

| wondering how significant it would be in relation to 
the expenditures by private enterprise on exploration, 
which I assume is a later stage of activity. 


COMMISSIONER SIVERTZ: There is a fifty-four 


100 


million dollar total in the first table of Statistical 
Appendices...As I said, I don't have the data before me 
and in any case these are expenditures for several 
Departments of the Federal Government. I have this 
material in Ottawa fairly ready to assemble and I could 
supply you with it if you would wish to have it. 

In the meantime I can give you a rough 
apiece I would say that starting in 1952 that 
the Government expenditures in this field were very 
substantially higher than this one hundred and fifty-six 
thousand dollars annually. I would say that by 1952 they 
had probably reached four or five million. I would say 
that they have not risen as rapidly as these figures 
have risen in the meantime but they have risen a little 
bit. 

The Government statistics on this are a little 
bit difficult to handle. For instance, the construction 
of hydrographic surveys, there have been two of them, 
six and seven million dollar items. These come out in 
one anmual expenditure item or two and are charged then 
to the Department of Mines and technical surveys for 
Ay btae womeatie survey work. 

It would be my estimate that perhaps it is 
something in the order of ten million for the exploration 
survey development work. 

COMMISSIONER PERRY: Which makes it nearly as 
| much as private enterprise? 

COMMISSIONER SIVERTZ: This would be my guess. 


I could supply you with accurate figures on this if it 


would be your wish. 
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THE CHAIRMAN: Mr. Secretary, would you take 2 


note on that? 

COMMISSIONER PERRY: Those figures might indicate 
that the downward trend in private Soenatrere would be — 
lessened if the Government figure were added to the private 

COMMISSIONER SIVERTZ: Perhaps I should sugzest 
that there is a difference between the Government 
investment in providing the delineation of the land and 
its possible resources. The word "exploration" applies 
here but there is really a different sense in which 
industrial exploration is undertaken, I suggest, for 
example, the most vivid one I can give is there is a 
basic difference between the work of the geological 
}surveyor.and a@ prospector, 

COMMISSIONER PERRY: I don't suppose, for example 
that a Government team has ever drilled an oil well. This 
operation is for private enterprise. Mr. Chairman, most 
of my questions are directed to the income tax proposals and 
you may wish to deal with other matters first. 

THE CHAIRMAN: I would refer you to Table 2. I 
wondered whether you have any idea what the breakdown 
would be between oil and gas and other minerals? 

COMMISSIONER SIVERTZ: There is no oil and gas 
production, 

THE CHAIRMAN: There is none invthe Northwest 


“Ae 


erritories? - 


COMMISSIONER SIVERTZ: None. 
28 THE CHAIRMAN: So 125 wells are capped, are they, 
a9 lon table 1 (b)? 


30 COMMISSIONER SIVERTZ: None are productive wells. 
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Some have oil in them or gas in them. 

THE CHAIRMAN: And some are dry holes? 

COMMISSIONER SIVERTZ: Nearly all are dry. 

THE CHAIRMAN: It would be interesting to know 
how many of those could be productive and how many are 
in fact dry holes. 

COMMISSIONER SIVERTZ: Perhaps I should say all 
are dry in that none are capable of production. May I 
mention, sir, that the technique of oil discovery and 
production is the finding of a pool that is capable of 
rendering oil to the surface at a marketable cost. As 
an example, when the great field at Leduc, Alberta, was 
actually brought into production the well that did come 
into production was the 101lst well drilled by Imperial 
Oil in that pool. While it would have been very 
gratifying certainly to me and I am sure to the 
Companies involved if any one of these wells had gushed 
with oil I think that they do accept this program 
as normal, the drilling of quite a large number of wells 
to determine the formations.. 

THE CHAIRMAN: On pages 7 = 8 it is stated 
there were eight active mines in 1958 and there are six 
active mines now. I was wondering if you can tell me 
what the six mines are. I think I can name one or two 
myself but it would be interesting to know what they are 
and what minerals they are mining. 

COMMISSIONER SIVERTZ: I will try, sir, and 
suggest to you that we have in the audience experts who 
can correct me if you care to turn to them. 


THE CHAIRMAN: I hope anybody in the audience 
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who finds an imperfection will be so kim as to assist. 

COMMISSIONER SIVERTZ: The Con-=Rycon at 
Yellowknife; the Con; the Discovery; Taurcinis; the 
Canada Tungsten Mine at Tungsten. Since this report was 
written the Tungsten has ceased operations. 

COMMISSIONER WALLS: What about Pine Point? 

COMMISSIONER SIVERTZ: Well, Pine Point is not 
yet in production. It will not be until 1966. Mr. 
Coalthorpe, I think, is able to supply you with the 
answers. 

COMMISSIONER WALLS: On page 17 you indicate 
that it is questionable whether the concessions and 
provisions of the Income Tax Act, as they apply to mines, 
have had any real effect or impetus towards increased 
exploration or development. That is the sense I take 
from that paragraph. 

Now going to Pine Point, is it not a fact that 
the possibility of a railroad tended towards the 
development of the mine rather than a tax concession? 

The point I am getting at is this: In your 
earlier talk you enlarged on what had happened since the 
War in the opening up of the country so would it not be 
more important for the Government to spend more money on 
development of means of access than giving tax concessions 
towards the development of the north country? 

COMMISSIONER SIVERTZ: I believe that is true. 
I believe that both are needed. I would chink that the 
Government should invest in the kind of exploration to 
which I have referred, which is the normal Government 


function of mapping and inventorying to the greatest 
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extent they can the geology and formations ami the other 
wealth. This would include things I have not brought 
into this talk because they do not bear directly on 

your interest. There is water power ami timber. I did 
mention tourism but there is water power and timber. 

I believe, on the one hand, that the Government 
should play its normal governmental role in doing this 
kind of exploration throughout the country and then in 
the north Land I believe it has a special exploration 
developmental roll in creating communication facilities 
and transportation facilities. 

In creating a railway line to the south shore 
of Great Slave Lake in co-operation with a mining 
Company the Government had in mind reaching this region, 
reaching the shores of omens Slave Lake with a railway 
and thereby making am opportunity for amy other potential 
mines that a@re in reach of this lake shore to bring 
| their prodwuets to market more efficiently than if a 
railway did mot exist. The railway is an absolute 
i wecessity for a mine of this character. The need, 
| however, for tax concessions I believe is not less - 
| important. I think that it is perhaps second to the other 
| but it is also necessary, if one can choose between two 
| | things that are necessary. 
| COMMISSIONER WALLS: . You also show concern in 
: your brief about the fact that the Fort McMurray tar 
| sands may be developed for oil rather than coming up into 
| the Northwest Territories. Again is it not a matter of 
: which operation would be most economic? How are you 


| going to encourage people to come in here for oil when 
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1] the distances are so great, as against a proposed 

2) operation that is right up against trackage at the 

3] present time? ‘That is why it seems to me the means of 

4) access is perhaps a more important assistance to the north 
§ country rather than taxation. 

6 COMMISSIONER SIVERTZ: Perhaps I had in mind in 
7 connection with transportation not so much concessions 

g| for operations, although we do believe they are needed 

gi for getting a mine underway. Perhaps this is most 

10| particularly the case because of the way in which a time 
41) factor here is decidedly longer than in southern Canada. 
12) 4 mine which can be brought into production in southern 
13|| Canada in two years would I think quite likely take four 
14) years in the north if you were going to depend upon 

15] Seaboard transportation or barge transportation or the 
16/ Summer working season, which it is necessary to do. I 
17} Some of the installations you can work only. in the summer 
igi sonths. Therefore I feel the exemptions that are 

19 appropriate for a new mine in the south need perhaps 

29 nearly double the period of tax frredom in the north if 
91), you are going to give tham equity. 

22 I was thinking of other things too. I was 

23) thinking of the way in which the U. S. industry is able 
24 to make use of tax exempt surpluses that are actualy 

25 plowed into the discovery of additional raw materials 

6 for their purposes and the same degree of tax exempt 

97 money from industrial surpluses is not available in 


28 Canada. That is basically the reason we have seen very 


qQ 


29 | Lares U. S. eroporations actively searching all over the 


39 || world for places where they can invest these tax 
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exempt dollars which will be otherwise lost to them. 

Therefore they have displaced their counterparts in 

Canada who have not the same freedom in this regard. 

This is the point I had in mind most particularly in 

speaking of tax advantages in the area of exploration and 

development. } 
I recognize the point you made on the question 


in a remote place rather tham one that is near to 


fement should be giver 


existing markets. 


Basically the suggest1 

that there are two points of view that one can bring to 
| bear upon the exploitation of whatever wealth there is 
| in Canada’s northland. One can wait until the demands - 
of the world’s market calls this emo preduction. If 

you do that you may wait forever because technological 
| ohbsolesence may render oil amd gas useless that lies in 
; | the sedimentary basins of the northland. There may no 


longer be any demazdd at all. I have referred to the classic 


example of the way coal measures are no longer required. 
4 Similarly there are other metals and minerals which one 
| may say will not be needed if certain things happen. 

I think it is destrable that the country 


; | eercise its talents. If it sits and waits then it will 


) wait indeed forever because it will never develop the 
| skills on the part of its exploration people, its 
| metallurgists who develop processing, its transp 


experts and its construction experts. It will never have 
| expertees in using this northland. 
I suggest that activity is necessary in this and 
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that inactivity means the possible or hoped for 
knocking at our door by hungry nations saying "Please 
sell us this stuff at any price"...This will not be a 
realization. | | 

THE CHAIRMAN: You suggest that in order to 
equate the tax concessions for this part of the world 
with those in the southern part of Canada there should 
be special measures taken. I think most of us assume 
that the special measures which are general throughout 
Canada for mining are in fact a stimulant to the 
developmemt of mines. That is certainly the popular 
point of view. It is very hard to support. 
| I, for one, am very curious about whether ‘a 
not it does accomplish what it sets out to do. It is 
easy to see the subsidies the gold mines have sustained. 
There are many gold mines that would not have been in 
existence otherwise. It is not so easy to see the 
effect of coneessions in the area of taxation. I would 
like to know whether those mines you have operating in 
this part of the world would be operating if the mines 
were taxed the way every Canadian enterprise is taxed. 

I suggest that mines do get special treatment. 

You don't in fact go so far as to say this 
special treatment is essential although I think I read 
in your submission that you believe it is. 

Have you thought about what the effect of the 
three-year exemption might be, the right to amortize all 
costs at whatever speed one wishes to do so... 

COMMISSIONER SIVERTZ: Have I thought of the 


effect of a three-year exemption? 
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THE CHAIRMAN: Have those existing concessions 
to the mining industry been useful in the development of 
the mining industry of the north? Certainly those 
concessions cost the Government of Canada amd other 
Canadian taxpayers a certain amount of money. Over the 
years we have considered the money well spent. Iam 
questioning whether or not it is well spent. Do you 
have any views on that, sir? 

COMMISSIONER SIVERTZ: 7 am afraid I have not. 

I mst plead, I suppose, that I am aware of the reports 
that are made by mining companies in this matter. Taken 
at face value these result in the statement that they 
cannot face the full taxation at as early a date and 
would not be in a position to go ahead with production if 
this were not the case. 

From time to time they have given us specific 
examples that if this could be considered a new mine 
rather than the extension of a present mine they could 
work it. If it must be considered merely an extension 
of a present mining operation they cannot work it because 
they are going to have to pay those taxes. I am 
referring now to operations in the Yukon. 

We have asked that studies of this and 
examinations of these representations be man by our 
economists and they are finding too often in some cases 
that the statements of the companies are thoroughly sound 
insofar as they can determine. in other cases they have 
expressed a certain measure of scepticism. Perhaps 
this is asking for conditions that are a little cee 


favourable than absolutely necessary. 
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The scrutiny of our advisors leaves us with 
the impression that the difference between bringing 
into product ion a mine in the north may depend upon 
an extension of the tax free period. 

THE CHAIRMAN: Have you any experience to 
Support that statement that such an extension would 
possibly bring into existence further mines than there 
are now? | 

COMMISSIONER SIVERTZ: I am afraid I have not. 
I suppose I must point out, whether it is possible for 
us to do so or not, we do not in fact study in detail 
the balance sheets and the operating costs of the 
Companies concerned. This is highly specialized and we 
are left with the results, a study of the results. 

Our impressions are that exploration of the 
northland needs additional stimulus. We have searched 
here for means by which Government action, through tax 
concessions and adjustments, might be used. 

THE CHAIRMAN: You point to the United States 
and their rates of depletion and you suggest they have 
had good results. Certainly they have a lot of 
development but whether that. is because of their 
depletion based on gross as opposed to ours based on net 
I would be very uncertain. I would have thought lack of 
capital gains tax in this country would have gone a 
long way to offset any such advantage there might be in 
the States. 

You make a recommendation here to permit the 
deduction of all costs from all income, irrespective of 


whether it is mining income or not. I wonder whether 
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the successes of buying as a result of this operation 
should then receive exemption from tax as a capital gain? 
Perhaps the corollary of what you request is that such 
advantages as are obtained should be taxed. 

I think one mist in Canada always remember that 
there are basic differences ami the greatest of these 
perhaps is the lack of capital gains tax. 

COMMISSIONER PERRY: Mr. Sivertz, would you 
look at your specific tax proposals which start on page 
18? Paragraph 1 makes the suggestion in effect that any 
Company be allowed to write off the exploration expenses. 
Is there amy indication that companies outside the 
petroleum and mining industry would be interested in 
spending money in this way? 

COMMISSIONER SIVERTZ: I think not. 

COMMISSIONER PERRY: This proposal is put forwar 
as something which you think might have a potential 
effect rather than as a reflection of any desire shown by 
companies outside of the extractive companies. 

That leads to another question: The extractive 
companies appear to be in a position of relative 
| liquidity. Why is it they are doing less exploration tha 
in former years? 

COMMISSIONER SIVERTZ: In part certainly because 
of the Canadian participation clauses in our petroleum 
regulations which require the holder of an oil and gas 
permit to be a Canadian, a Canadian Company, or one 
beneficially owned in Canada. The effect of this has 
been to close off the tax-exempt exploration ecnigetron 


the United States. There are Corporations who might, if 
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at ioeet to operate in the exploration field in Canada, 
make these expenditures but who are estopped from doing 
so because they mist form a Canadian subsidiary, which 
does not qualify, and this has been the case. 

COMMISS TONER PERRY: Does this just apply to 
new licenses granted after a certain date? 

COMMISSIONER SIVERTZ: No. 

COMMISSIONER PERRY: I was thinking of Shell. 

COMMISSIONER SIVERTZ: No, this was made 
retroactive. 

COMMISSIONER PERRY: Was it not one of the 
American Companies that found the iron in the Yukon 
recently? 

COMMISSIONER SIVERTZ: Yes, Crest. 

COMMISSIONER PERRY: A subsidiary of Standard 
of California, I think. 

COMMISSIONER SIVERTZ: The California Standard 
which has its stock listed on the Canadian Exchange and 
that does qualify it. Standard Oil of California has a 
surplus that can flow into this. 

COMMISSIONER PERRY: I would refer you to page 
14. Your second proposal is for the addition of four or 
five lige a reduced rate of tax. On page 14, the 
third line, this statement appears: 

"After five or six years, however, when they are 
exposed to the full impact of taxation, they 
frequently cease to be profitable and go out of 
business." | 

Now what does that mean? Does that mean that 


the normal life of the mine is only five or six years or 
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that the yield is so small that after the imposition of 
tax 47 the net is not enough to warrant continuing the 


operation? | 
COMMISSIONER SIVERTZ: Perhaps it is hardly right, 
| 


i 


to use this aga generalization. There have been two or 


three cases of this and the encouragement of such small 


| 
| 


+ 


gold mining operations we think of as less important than} 
the exploration and the discovery of large deposits that : 
will warrant an efficient economic installation that could 
amortize over a considerable period. 


COMMISSIONER PERRY: Yes. This must be a mine 


: 
| 
which at this point has written off most of the | 
exploration costs and a large part of depreciation and i 
cannot even support the operating expenses. | 
COMMISSIONER SIVERTZ: That is true. These | 
have tended to be mining operations that you might | 
describe as salvage operations. The exploration has been | 
done, a certain amount of development work has been done | 
and the company wishes to use the opportunity of 
recovering at least part of its investment by producing : 
the property for a few years. It is not wealthy enough 
or the general ore body is not rich enough to support a 
continuing operation but they can salvage part of what 


they put into this, or all of it, by working the best 


| 
| 
| 
| 
sections of what they had. ; ; | 
| 

COMMISSIONER PERRY: But your proposal here is | 
directed more to the encouragement of large efficient 


economic operations? 


COMMISSIONER SIVERTZ: Yes, sir. 


COMMISSIONER PERRY: In that respect you have no 
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| doubt heard the statement made because of the foreign 


i investment in the mining area that the Canadian tax 


| concessions may simply be forgiving companies in Canada 

| a tax which they would otherwise pay to ‘che United States 
| Government. The statement is even made that to a large 
extent our tax concessions maight simply be a subsidy to the 
United States Treasury because had the tax been paid in 

| Canada ron tax would have been-allowed as a credit agains 
the U. S, tax and a correspondingly low tax paid to the 
United States Treasury. Some people indeed go as far as t 
| describe these tax concessions as granting a subsidy to 
the U. S. Treasury as a result of the lack of a credit as 
I have just described. 

Would you have any comments on that point of 
view? 

COMMISSIONER SIVERTZ: I am afraid I had not 
followed through intothis area. I had looked only at 

the manner in which the U 8. corporation is enabled to 
use surpluses and they are exempted fram tax provided 

they are in exploration and development of productive 
facilities or capacities. For is business with a similar 
tax freedom is not available to the same degree. I would 
like to see that available in the same degree otherwise 
there are means by which the U. S. Corporations can apparently 


continue to flow this capital in. This is less 


96 |advantageous to them than it used to be before the 


i} 
| 
97 |Canadian participation clauses. 


28 I cannot comment or the effect of the benefit to 
gg|ithe U. S. Treasury. 


COMMISSIONER PFRRY: This is a point of view 
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1]| wnich is advanced very strongly by spme persons. 


2 

----The hearing was then adjourned for fifteen minutes. 
3 
4 COMMISSIONER PERRY: We have been dealing with 


g| this point as towhether or not the Canadian concessions 


ji had any bearing on revenues of the U. S. Treasury but 


41] Which the exploration expenses should be deducted. 

The history there is rather interesting and I 
#must say a bit confusing.:. Under ordinary income tax 
jurisprudence expense-.of this kind w uld not be deducted 


fat all but would be treated as a capital expense. For 


fmany, many years they were only deductible under sur tax in 
a very limited way. During the War for incentive reasons 
the allowance was extended and was granted as a tax credit 
renewable each year and turned into an income decudtion 


for a while and was renewed for periods. Finally under 


8 


a4; pressure from the industry that this be recognized as an 
ordinary and proper expense of carrying on mining it 

93| Was finally taken into full account in the profit 

94 | Computation, much to the great satisfaction of the 
25 industry. Now, of course, the argument is being made 
26 | Ghat for depletion purposes that this noriaicimine 2 should hot | 
a7 be so regarded, that it should not be treated as part of 
ag |profit computation. The depletion, under most proposals, 
49 | Should be determined at a point prior to his eis 


39 |0f the exploration expenses. 
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This is not really a question to the witness. 

2) It ismore or less a philosophical point that is being 

3| made. I was wondering if it seemed to him there might 

be any inconsistency in this proposition that for 

Si depletion this amount not be taken into the profit 

; computation. 

| COMMISSIONER SIVERTZ: I haven't any comment on 
8| the philosophical or the jurisprudence aspects of this 

9 but only to say simply that the position that I have 

¢ proposed here is taken because of therepresentations 

ta} that industry has made to us and which they have based 
ito a very large extent on the point that appeals in a very | 
18} strong way tous: That this is the situation under which | 
14) their principal competitors in the United States are 


is|working., We have thought that the United States has been 


16 | remarkably successful in getting this kind of exploration 
i 
| 4 

i7|work done and development of properties dome and we had 


therefore thought the r pointe were well taken. Look 


of any enterprise with the United States having proximity, 


as it does, to that very large domestic market. We 


: 
i thing that is helpful. 


had been impressed with the argument thet this is the kind | 


COMMISSIONER PERRY: Yes. Well, there.are other 


i - 
27 |aspects to com pare, of course, I was reminded of this 
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1 | information cr a question that he was going to have to 
2 answer in the sfternmoon. He wanted to kmow whether in 
3 Canada a certain expense was treated in a certain way in 


| 
‘| the petroleum industry. I said, “yes, it is". He said, 


5 "Oh, you just cut the ground from under me. The oil 

6 people in the States want this. It would be very 

7 favourable treatment for them. We have been arguing 

8 against it and we hoped that the Canadian position would 


; 
{ 
9) support our case." 


10 This is a case where Canada's treatment was more 
it generous than the American. I am afraid there is a 

12] tendency to look at the more favourable aspects of the 
a foreign tax system. 

14) COMMISSIONER SIVERTZ: I would hate to see the 


13! pesitions in countries being played off against each 

16), other. I submit this for the consideration of the 

17; Commissioners but we recognize that you are aware of 

18 much broader aspects of this than we are. In searching 
19 | for ways in which to encourage the northern development 
20'| this is one of the ways that we have tin hp at. it was 
21) suggested to us by imdustry and it does seem tc have some 
22|| merit. 

93 THE CHAIRMAN: Like youeil have heard this 

24 suggestion put forward by the industry and by Americans 
95) Operating in this country. So far I had not been able 
26 to rationalize +: my own satisfaction a depletion 

97 allowance based on gross income. Perhaps one should not 


28 try to rationalize these things. I cam understand the 


net does refle:>* a measure wf the total value of the 


l 

30 enterprise and the gross dees not. Therefore it is 
| 
| 


, roe 
He 
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amortization of the value of what there is there. When 


| 
| 
one relates it to the gross it seems to me one loses | 
that relationship but perhaps that is seeking something | 
that is unnecessary if the end would be a desirable end. | 
COMMISSIONER SIVERTZ: We fully realize the | 
Commissioners have in mind the economy of the nation and i 
not the economy of the north alone. I suppose that I | 
should add to that it is my woe that if the Commissioners 
see their way clear to propose tax concessions or other 
methods of encouraging northern development that this is 
a worthwhile thing to do. This northland that Canada 
posesses is lying fallow and should be tilled. 
COMMISSIONER PERRY: I had one further question. 


| 
| 
: 
I think it is answered by the brief. The proposals that | 
you made are for general application and not simply for | 
application in the north? | 
COMMISSIONER SIVERTZ: I believe that this is | 
a principle that we, and I believe the Ministers of the | 
past decade and more, have regarded as desirable: That | 
is that the northland be treated not as a colony but as | 
an integral part of the country, that the laws of the | 
rest of Canada do apply, that any special conditions 
here be given consideration without separation of the 
northland in a colonial sense. 


THE CHAIRMAN; I think that completes our 


useful to us. We have an umerstanding of these matters 
which we certainly did not have before and I can give 
you our assurance that when we come to deliberate the 


{ 
questions, Mr. Sivertz. You have been tremendously | 
{ 
| 
matters on taxation for all of Canada our visit up here | 
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will ensure that we have in mind your problems at this 
end. That is no assurance how we are going tc deal with 
them, it is at least an assurance we are not going to 
overlook them. I believe our visit to the north has 
been extremely worthwhile to the Commission and I hope 
to a successful job. Thank you very much for appearing 
this morning. 

Is there anything else, Mr. Secretary? 

THE SECRETARY: Yes, there is, Mr. Chairman. 
Present this morning is Mr. M. Walcer, who is President 
of the 802 Local of the Mine, Mill & seis Workers 
Union. With him is Mr. Bradshaw, a trustee of the Local. 
These two gentlemen have requested that they be 
permitted to come forward in support of the brief which 
was presented in Whitehorse by their Union. They are 
prepared to answer some questions, Mr. Chairman, if you 
would like to hear them. 

THE CHAIRMAN: I would be very glad to hear 
what they have to say. 

Goodeday. We heard from your Union, as you know 
when we were in the Yukon and I understand from our 
Secretary that you support the submission that they made 
to us. Is there anything you would like to say to 
amplify it or would you like to discuss it in any way? 

MR, WALCER: Mr. Chairman and honourable members 
of the Royal Commission on Taxation, due to circumstances 
beyond our control the regular committee, who were to 
have represented us, is unavailable. 

Please bear in mind that if there are any 


errors or omissions or inability to answer que stions by 


24 


26 | 
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us we will endeavour to answer these by a letter. 
We appear before you to reaffirm our support of 


the recommendations submitted to you by this brief at 


Whitehorse. a | 

THE CHAIRMAN: Thank you very much. | 

THE SECRETARY: You have no additional brief? 

MR. WALCER: No, we don't. We are willing to 
be cross-examined and perhaps the Chairman or members of 
the Commission have questions pertinent to this. 

COMMISSIONER PERRY: I think we gave the 
criginal brief a thorough examination. 

THE CHAIRMAN: In looking over my notes I cannot 
find anything that is open. I think I covered the matter 
pretty thoroughly at that time. I can’t think of 
anything which is local, that is designating it from the 
Yukon particularly. | 

COMMISSIONER WALLS: I think I asked all the 


questions necessary and got all the answers. One of the 


main questions, and I donft think that you can enlarge sea! 
it any more, why there would be a different wage scale | 
here in comparison with Whitehorse for the same A Se 
MR. WALCER: Perhaps a part of the answer to 
the question is that in certain of the Territorial 
mining operations wage scales were adopted by,ushall we 
say imported workers, and that was by following up an 
agreement from an outside operation from some of the 
different Provinces, adopting them here and then following 
them up by agreement. 
COMMISSIONER WALLS: You would not tend to lose 


miners from this area, or mine workers from this area, to 


i joe bok 
oo ~I Or 
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MR. WALCER: The tendency may be there but it 
is the general trend of miners to follow the industry 
wherever jobs are available. You will find a lot will 
flow to centres which afford residential advantages 
and a place where they may find a future home for the 
long term. I think a lot of them, vita are transient 
workers in the mining industry, are no longer shifting 
as much. In centres like this you will find miele of 
the married type of worker, who usually provides the 
stable type of worker. I think those problems are 
disappearing. Whether we actually lose to the Yukon 
to their advantage or not I couldn't say at this time. 

THE CHAIRMAN: Thank you very much indeed. ie 
note that you support what we received from the Union 
in the Yukon and we thank you for coming forward to see 
uSe | 

MR. WALCER: In return we want to thank the — 
Commission for appearing in Yellowknife to consider all 
the briefs presented by delegates from this centre. 

THE CHAIRMAN: Is there anything else, Mr. 


Secretary? 


THE SECRETARY: That is all, Mr. Chairman. That 


concludes the hearings in the Territories. 
THE CHAIRMAN: We will stand over until August 


7th in St. Johns, Newfoundland. 
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St. John's, Newfound lan 
Wednesday 


August 7th, 1963 


~~-UPON COMMENCING AT 9:30 A.M. 


THE CHATRMAN: 


would you conmence the proceedings please? 


Board of Trade in this very historic city. 


ya) 


12) the 8th. 


? 


Board of Trade who will speak to the brief, 


{. 


With a great deal of pleasure I introduce th 


It being 9:30, Mr. Secretary, 


THE SECRETARY: Mr. Chairman, Commissioners: 
is morning 


Mr. Ayre, the Executive Manager of the Newfoundland 


The Board of Trade submitted a brief to the 
Commission, which was received in our office on July 


Mr. Ayre will introduce other officers of the 


I 
14 iewouldedike £60ente> chis brief into the 


IS} records as Exhibit No. 103. 


-~--EXHIBIT NO, 103: Brief submitted by 
e 


t 
Board of Trade, 


SUBMISSION GF “CHE NEWFOUNDLAND 
BOARD OF TRADE 


Appearances: 


Mr. J.A, Nesbitt 
Mr. EM. Runter 
Mr, E, Knight 

Mr. A.G. Ayre 


THE CHAIRMAN: 


Thank you Mr, 


Newf ound lard 


Ann 9 renee me tn seer tte serene arpa aires smeeeegnesemreeene- 
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Good morning Mr. Ayre and gentlemen. It is a great 
pleasure to this Commission to be in St. John's. It 
is only in this way that we learn something about the 
desires, and the needs of the different localities of 
Canada, 

Mr. Ayre, usually on these occasions the 
people appearing before us say a few words. They con't 
read their briefs. That is unnecessary. Wwe ee 
already read yours, with a great deal of interest, I 
might say. They generally speak to it, and make any 
comments they please, and we ask questions. 

I think perhaps the nature of this one before 
us suggests that questions be asked part by part, if 
that suits you people, but by all means do it just as 
you please, 

Before starting I would be grateful, Mr. Ayre, 
if you would care to introduce your delegation so that 
their names are on the record, and also if you would 
tell us something about the St. John's Board of Trade. 

MR. AYRE: Mr. Chairman and Royal Commissioners 
On behalf of the Newfoundland Board of Trade, needless 
tb say it sives us great pleasure to welcome you here to 
Newfoundland and to St. John's in particular. 

I might suggest one very slight departure, sir, 
fran your suggestion. I won't be introducing the 
delegation. I will call upon the Chairman in a moment. 

The Newfoundland Board of Trade consists of 


over eight hundred leaders in business, the professions 
and other walks of life, and also represents half as 


many more, which composes the membership of eight of our 


oa ore tneetannengin 
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Sh 


affiiiates throughout the Province. 
2 Our pleasure in having you with us is tempered 
3 only, sir, by the fact that some of your colieagues 
4 weren't able to be present, and I would ask you te 
5 extend to them our greetings when next rou sée ther, 
6) I trust you will find it convenient, together with them, 
» 7 to return again at a later date, whether it be for 
8 business or to enjoy the facilities we have. 
9 Our Chairman, Mr. Godden, First Vice-President 
10 of the Newfoundland Board of Trade. 
11 MR. GODDEN: Mr. Chairman, Gentlemen: First 
of all I would like to echo some of Mr. Ayre's words. 


| We would certainly like to welcome you to the cornerstone 


14 of the Empire, or should we say Commonwealth? 
15 The Newfoundland Board of Trade is pleasec =o 
16. mesent this brief to the Royal Commission on Taxation. 
iT) In actual fact it has now become a brief crief. For 
is a variety of reasons during the preparation of this 
7 submission a lot of the work was culled, was cut out, 
20 and this was done, sir, for two reagons. 
2 Firstly, we wanted to present the points that 
n| the Committee felt most strongiy about; and secendiy. 

| 
23) sir, we appreciate the fact that your time and that 9: 


| the mémbers o: your Commission is very valuable 


te Wp. Hao. Pte « 
* didn't want to burden you with a thick volume, the 


26 eontents of which you have probatdly read many times 
before, as being inciuded in previous submissions, 
Right now, sir, I wouid like to introduce 


some of tne members of the Newfoundland Board of Trade 


Served on this Committee, the so-calléd Taxation 
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| 
From my right, Mr. Eric Knight, of the 

| 

3] Colonial Cordaze Company, manufacturers of ropes and 
| twines, et cetera; next to him, Mr. Ted Hunter, 


5| chartered accountant; to my immediate right, Mr. 


| Committee; Mr. Laurie Wood, of the Standard Manufacturing 


6 James Nesbitt, Manage of the local branch of the 
. 

7 Montreal Trust Comapny, Vice-President of this 

8 | 


9| Company; manufacturers of paints, Mr. John Hyslop, charterdd 
10| accountant; and Mr. Ayre, of course, who worked as Secreta 
11; this Committee, and as a matter of fact he wrote this 

12); srief. It was his responsibility to cdlect the work 

13} end material from the various people who compiled the 

14) bvief, It was his job to report to the various sub- 
committees, of which we had five. 

16 Now, sir, the Committee feels that their brief 
17. nas been almost, you might say, self-explanatory, and 

18) we do have four sentlemen who would be prepared to answer 
19 any questions that you might care to put to them. ‘Two 

a sentlemen, unfortunately sir, who contributed heavily 

Bly fs this brief, aren't with:us. Mr. Drummond Grieve, 

22’ accountant, who was responsible for the creation of 


\ 


23 section 4(a) and (ob) was to be here this morning sir 


24) £5 ansvier any questions you might care to put forward 
i 
7a under tnese two Sections. He was called away from the 
ay City, sir, and of course will not be able to make any 
} 
a explanations to you. The other gentleman who contributed 
| 
a) quite largely to this brief is Doctor Copes, economist, 
29 
’ P 
| and he created Sections 11 and 12 of the brief, and he 
30 


enemas ise HAG been prepared to speak before you this morning. 


{ ~ 


ve, 
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Now sir, I am not quite sure how you wisn to 


run through this. Would you lixe to start at the various: 


sections, cr would you, sir, rather throw tne questions 
out, and I can introduce the person who will answer them 
for you? ‘ 

THE CHAIRMAN: I think we would like to take 
it bit by bit aa we proceed, and I would certainly 
invite you to remain seated, Mr. Godden, unless you 
prefer to stand. It is up to you. 

As we dealwith it bit by bit, I think we will 
@ésk questions. 

The first matters here really cconcern Sections 
4(a) and 4(b), I think, and of course Mr. Grieve is 
absent. I wouldn't be surprised if we nad one or 
two questions on that, and I am wondering whether the 
is any possibility of getting an answer? We mignt try 
te question anyhow, and if there is not an answer <<-- 

MR. PERRY: Specifically I wmdered whether 
the reccmmendation could be explained in one respect. 

Zi wondered whether it was intended that at the time of 
the death of a crincipal sharsholder the tax be payable 
on the whole of the undist uted income, or simply on 
the part uae was going to be required to meet hi 
estate tax. There is not any necessary confusicn in 
the statement. The econfusisn is in my mind, because it 
doesn't cover this point specificaily. 

MR. HYSLCOP: If think I could gpeak for Mr. 


Grieve in that. I think it is almost certain that his 


intention was that the 15 per cent tax should be payable 


only on that zmount which is withdrawn for the purpose 
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7 5 of paying the estate tax, not on the whole, 
2) I think that quite definitely was Mr. Grieve's 
3] intention. 
4| MR. PERRY: Well, then going on from that, 
| I wonder if you, Mr. Hyslop, could undertake to explain 
6| 


what this proposal would give beyond what is now in 
‘| the statute? In other words, the existing provisions 
| 


| of the statute do go some way, and in fact in the first 
9 place were designed for this very situation. 
0 MR. HYSLOP: OE ais trying to speak with 
11) Mr. Grieve's mind, which is a little difficult, but I 
12 think he was principally concerned with the situation of 
13 | Newfoundland companies, which very largely are companies 
mn of a family nature. | 
15) That of course doesn't answer your question. 
16 MR, PERRY: Well, there are one or two things 


17| I can see myself, and that is that it does leave it 
18) within the control of the company as to when it pays the 
19) tax. In other words, it waits 'til this event of the 


20) death of the principal shareholder, rather tnan anticipat 


sissies 


21 | ing this fact, as is required under the general 


22 statute. 


23 MR. HYSLOP: He was thinking, I think, of 


24| the difference between tax at 15 per cent and the tax 
25 

26 | apply if a large sum were withdrawn at one time. 

27 THE CHAIRMAN: Without taking the benefit 
28} now provided by Section 105 away? 

29 MR. HYSLOP: Yes, and of course the benefit 


at the relatively high and graduated rates wnich would 


eb of Section 105 would not necessarily apply tc the full 
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31/ amount of the undistributed income if there weren't 
2 dividends that were vaid in the past suffictlent to 
3 make the company eligible to pay tax at 15 per cent. 
4) It has happened I kmow in certain cases that certain 

| companies whose dividend policy has been what you mizht 
6 eall ultra conservative, they have not nad a fund of 

| past dividends on which they have been able to pay the 
‘| 15 per cent tax. The resuit is that they have ts 
withdraw a large amount at one time. 
ry THE CHAIRMAN: The objection to this 

} 
-1t| recommendation would be that the company can draw @ 
Z large amount out, the directors and shareholders knowin 
13] that is it an easy way to ball cut later on. 


ral WR. HYSLOP: Yes, I can see that. 


! 

{ 

it H 
iS! THE CHAIRMAN: Do you know from your experience . 


& 


i. gentiemen, if there have been many cases of private 


| : 
iT companies being sold away from Newfoundland cxnership 
HT 
18 because of the dual incidence of income arm estate taxes? 
| 
19| We have heard this said in varicus perzts of : 
20 Canada. i wonder if there is more impact here than there | 
{ j 
al is elsewhere, and I wonder if there is in fact hardship | 
| | 
oe resuiting now? I have not heard many cases of hardship. | 
4 The point nas been made that it can arise. | 
: 
24 MR, NESBITT: Mr, Chairman, I believe Mr, 
25) James Greene will be presenting a brief, particularily | 
26] on the relative control of family corporations as Opposed | 
i 
271i to tre mainland industrial corporations, the T. Eaton | 
Company, et cetera, and I think he will specifically | 
speak on that particular aspect. 
I think ss a partial answer to your query, one 
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91 might say that it has not occurred yet in Newfoundland 
2 that we know of, mainly due to the fact that we have 


3| only been part of Canada for the last 10 years or so, 


4 and some of the major shareholders have not as a result 
5 of now being a part of estate taxes been forced into 

6| the situation, or become that old, ormssed on. 

; MR. PERRY: The other questions under Section 
8| 4 relate to the personal corporations. Is Mr. Hyslop 


9) prepared to speak for Mr. Grieve on that Section? 


oe Cee A ES Re te tre gnses-nses-ssosou-aseimusbonsnsesenmp 


| 
10, MR. HYSLOP: Not really, but I will do what 
n I can. 
12 THE CHAIRMAN: Mr. Grigve was only concerned 
| with (a) and (b}), so if you are going on to (c), let 
1 somebody else deal with it. 
15 | MR. PERRY: We were wondering whether there 
6 were many cases in your experience here of a personal 
17/ corporation being classed as such even though it operate 
: in a commercial building. Is this a commen sort of 
7 occurrence? | 
20 | MR. HYSLOP: I don't know if it is common, i 
a1 but I can think of at least one case in my own cae 
Zz and I presume Mr, Grige, since he introduced this, 

| 


nad at least one, and probably several. ; 
THE CHAIRMAN: This whole matter of personal 

corporations is extremely difficult, because obviously 

it provides an opportunity without -- rather there would 

be an opportunity without this particular Section in 

the Act for people to defer tax on personal income to 

avery grave extent, ae what should be done to prevent 


that I dontt quite know, but if one exempts the operation, 


_g00d enough reason for ita introduction inte the Ast 


ANGUS, STONEHOUSE & CO. LTD 2094 
TGRGONTS. ONTARIO 


or extends the extent of the operation of the Section 


to a commercial building, it may cause a Leecphoeie there. 


MR. HYSLOP: I think what was in Mr. Greve! 


mind was the distinction between the case on the one 


hand where a taxpayer merely buys an existing buildings 


and operates it, and on the other hand where re has 


the enterprise to build his own building, takine perh 
¥ & a) 
more risks in the course of doing that than otherwise 


and therefore his operation teine vossiply more sies 
— 2 we 


So really it is a matter of dezree. It is not an 
absciute matter, 

MR. GODDEN: On Section ‘+} we nore Rie 
John Hyslop to reply, and also Mr. Tec Hunter. 


Tee Seas Rae ig oe be oe ee 
Tins. CHATRMAN: We recoanize that che 


desirability of this division migns not OY (LEself be 


ft, we thought, would be very expensive ts erempt 


with us, but it would amount ts a goed deal 
shortace would have to be made up in other WATS 


MR. PEREY: Mr. Chairman, I wondered if we 


had overlooked the fact that there wes an o he 


personal corporations? 


We wondered wnat losses these would de, Since 


personal corporations aren't allowed to earry on 34 
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111} where the corporation operates a Duc ness. -apital 

2/1 cost allowance there might bring about a loss. Again 

a I am only speaking of what I think he meant. 

4 MR, PERRY: So this proposal would ae have 
effect if the. other one were implemented, if the 
operation of a building were permitted? 

MR, HYSLOP: No, it would be without the 
other was being implemented. Such a corporation is a 
personal corporation. 

MR. PERRY: Yes sir, this is just a matter 
of semantics, but apart from the previous proposal do 
you have knowledge of situations where there would be 
losses to deduct? 

MR. HYSLOP: Well, my experience of losses 
in personal corporations has, I must confess, been very 
different from Mr. Grieve's, in that the view ts taken 
that if a corporation makes a-loss it can't be a personal 
corporation because of the definition, so I find it 
rather difficult to speak to this particular one. 

THE CHAIRMAN: Let's move on to (ec), shall 
we? 

MR. PERRY: I think what confuses me is that 
we have two (c's) here. 

THE CHAIRMAN: Well, I take it that there has 
wen little thought given, aw perhaps there is some 
paper behind this, to the actual amounts that vouEa be 
involved in the elimination of a tax on dividends? We 


thought it would be pretty expensive. We were also 
concerned about the effect m dividends paid abroad, 


as to how that would be taxed under those cirCumstances? 


* = SS Se en ee 


+ 
\s 
r ” 
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MR. HYSLOP: Mr, Chairman, at the risk of 
appearing to take over the whole meeting --~ I seem 
to be the one who has been talking mest, I would like 


to remark on that, 


This particular proposal regarding the taxation | 
of corporation income and corporation dividends was 
made, I might say, on the basis of principle, rather 
than taking into account the ultimate effect of it. 


I think it was quite obvious to us that this would cost 


the Government a very sizeable amount of money, out we 
felt that the principle there should be rather that the 
income of the corporation ultimately is the income of 


the sharenolder, and should be taxed therefore oi: the 


basis of the ability of the individual shareholder to pay: 
If that principie is accepted the Government does lose i 
@ great deal of money, cut we felt, I think, tnat 
principles come first, and rates come second. Having : 
established the principle, then the rates applicable 
te this tax, and any other tax, must be adjusted to 


preduce the amount of money that 1s needed. 


THE CHAIRMAN: The wrinciple., I must say, 


gives me a lot of concern, and probably the other 


Commissioners likewise, because as you are well aware 


there is considerable denate as to who bears corporaticn 


tax, There are many people who say that corporation 


tax is passed on to consumers. customers, wage earners, 
and others, rather than being borne by shareholders. : 
If scne accepts the point that it is all borne by | 
shareholders, of course there 1s double taxation. [If | 


it was naif borne by gnareholders, I suppose the dividend 
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credit, as we now enjoy that, would about eliminate 
the double tax -- 

MR. HYSLOP: Yes. 

THE CHAIRMAN: So, as I say, we are perplexed 
about that. We may have an answer about a year from 
now as to whether there is double tax or not. 

Would anybody else like to speak to that? 

MR. NESBITT: I might say, Mr. Chairman, 
that as we go dong this morning you might find a 
diversification of opinions as to our mutual consolidated 
brief. I for one agree that it might be as well if 
the corporation weren't taxed at the rate of 15 per cent. 
Then we might receive more money, but being a very small 
shareholder in a very few companies I enjoy my 20 
per cent tax credit, and would hate to give it up. S50 
it is sort of six of one and half a dozen of the other. 
I agree that perhaps those dividends paid by corporations 
to their shareholders should be, if you wish, debts of 
the corporation, and deducted as such before the tax 
is paid, but at the same time I don't know whether I 
would like to give up my 20 per cent tax credit, because 
it spurs me perhaps to invest a little bit of what money 
I may save over a period of time. It is a psychological 
attitude. When you come to March the 15th you feel 
"Oh good, I have a 20 per cent tax credit that they 
are not going to get". 

THE CHAIRMAN: Well, it is good to hear that 
there is an advantage to that 20 per cent tax credit. 


MR. NESBITT: I personally feel that there 


is to a certain extent. 


| 
t 
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MR. GODDEN: Mr. Chairman, if there is RAEN Ti, 
9| on Sections (d) am (e), we have Mr. John Hyslop here 
3 to answer again sir. 

4 THE CHAIRMAN: Well, I suppose we could start 
5, off by asking Mr. Hyslop more particularly to tell us : 
6| those items to which sub-section (d) refers? 

7 He eliminates in that Section those expenses | 
8 in respect to the acquisition of land, sheave’ loans, 
g| advances or securities I see. What are the others to 
190 whieh these remarks are directed? 

il MR. HYSLOP: They are, broadly speaking, the 
12| types of expenses which in recent years have come to be | 
13| kmown popularly as "nothings". 
14| The ones I can think of from my own personal 
15 experience are explorations by @ power company in order 


16 to determine what would be the best source of additional 


| 
17 power, the results of some of these explorations necessarily 
18) having to be abandoned because they didn't choose all 
19) sites or all methods of preducing power. These exploration 


” expenses, surveys, plans, and so on, can cost a great 


deal of money. They are regarded as capital, but at the 
n| same time, since they are not tangible property, they 

93 are not eligible for capital cost allowance under clause 
24) eight, and they would not be specifically allowed under 
25 any other Section either. 

26 Another somewhat related, but not quite the ! 
4 same thing, which I have come across in my cwn 

28 experience was the decision to build a ship. Plans 

29) being prepared for the building of a ship at penaaanesye | 


30 cost, the decisicn then being reversed, and the ship not 
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being built. These costs of plans do become a loss 
to the company, but for the very same reasons aren't 
allowed as an expense, nor subject to capital cost. 

These are the only two specific aca with 
which I have had any connection. 

THE CHAIRMAN: ‘The exploration expenditure 
by a power company would not be ruled out by your 
phrase, which is ".. . expenditures made ta respect 

"to the acquisition of land... "? 

MR. HYSLOP: No, this is not the acquisition 
of land. It is --- 

THE CHAIRMAN: The right to a power site? 

MR. HYSLOP* The right to use water power, 
and not only the right to use it, but the advisability 
of using that particularly. That is really what is 
meant. | 

THE CHAIRMAN: How about expenses incurred. 
towards the aquisition of land where the purchase 
didn't proceed? 

MR. HYSLOP: That would be in much the 
same category I feel, because the company does wind 
up by having made an expenditure and having obtained 
no ultimate benefit from it. 

THE CHAIRMAN: Moving on to (e), concerning 
rulings, and I think it is dealt with also on page 
13, you would wish the Department to give ree which 
would fave the same effect as assessments. 

Would you expect that to be accomplished 


at the local office, or would you generally expect to go 
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to Ottawa to seek a ruling? 

MR. HYSLOP: I would say we would expect it 
to be accomplished by exactly the same procedure as an 
assessment, based on a return. 

THE CHATRMAN: And take as much time? 


MR. HYSLOP: It would possibly take time, 


ee eS 


but I am thinking only of matters which to the eee | 


taxpayer would loom fairly large. The taxpayers wouldn't! 


for instance ask for 2 ruling on a small amount involv- 
ing just a few hundred dollars, but where certain 
transactions are entered into and the tax effect is 
doubtful, and the amount involved is large, then it 
can be a serious handicap to the taxpayer in making up 
his mind whether to enter that transaction or not. 

THE CHALRMAN + Do you find that the system 
is now inadequate in that respect? 

MR. HYSLOP: From a practical point perhaps 
not. As a matter of fact my experience is that the 
tax department are extremely obliging in giving @™ 
opinion on any matter of this kind, but it isn't ina 
position to bind itself to the same extent as it does 
bind itself. with an assessment. In other words, an 
individual in the Department office may heip a taxpayer 
by giving him his opinion of what the effect would be, 
but that opinion has no official standing. 

THE CHAIRMAN: Does that matter Mr. Hyslop? 

MR. HYSLOP;: It could I think, It may not 


in many cases, but it could. 


THE CHAIRMAN: I have, I think, always heard 


| 
| 
| 


chat the Department has been most meticulous in sie esd 
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py ae any opinion given by its officers. 
y MR. HYSLOP: Well, I can't say I have found 
3 any example to the opposite, but from a legalistic 
4 point of view anyway I think that the position is that 
5 the officer doesn't in any way bind the Department. 
6 THE CHAIRMAN: The price you would pay, I 
7| think, for a more legalistic approach to it is a 
8 great deal more time and difficulty in achieving the 
9 same result, because it would seem pretty clear that 
10 they would not be prepared to assess, or do the same 
1i| thing as assessing, without a great deal of detailed 
12| information. 

13 MR. HYSLOP: I agree that the same information 
| would have to be supplied as on an assessment. I can 
Is quite see your point, that there would be a great deal 
16| of excess work involved, but perhaps it is not really 

excess work, It is just doing the same work at an 
earlier point. 

MR. GRANT: In the United States I think they 
give you advance rulingswhich are binding. 

MR. PERRY: No. It is not binding, and this 
ean work to the advantage of both sides incidentally. 
The American taxpayers sometimes find that they have 
told the inland revenue far more in hindsight than they 
had told them in requesting a ruling. 

MR. HYSLOP: I am not looking to the benefit 
to the taxpayer, but for a great deal more certainty in 


regard to the Act. 


THE CHAIRMAN: I am extremely worrted about 


Suggesting any departures from what we are now doing unless 
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it is very clear that there is a4 much better route to 
take. My experience has been from what I have heard : 
here that what we now do is a fairly reasonable proced- | 
ure. I have seen difficulties arise under it, but | 
the whole thing goes, and mostly we get answers, and | 
we get them fairly quickly I think. I don't know what | 


happens here. Yoarare a long way from Ottawa. Do answers 


take a long time to get here? Is that the case? | 
MR. HYSLOP: No, I don't think so, I think | 
the Department is very obliging, either in making their own 
minds up quickly, or in getting a quick answer from | 
Ottawa. I just think that in some major cases it might 
not work well, simply because of the fact that the 
opinion given by the Department officer is not in any 
way binding. I am trying to shut the stable door before | 
the horse is gone, rather than after. | 
MR. PERRY: I think there is a practical | 
difficulty in administration here. The Department has | 
expressed its view in public that they regard this as 
the most highly skilled function that they perform. i 
most able and advancedmen would have to he put into this 
ruling section, and it is well known that they don't 
have a good supply of able and experienced peapte as 
it is now. [I think they would take the attitude that 
this protlem would have to be surmounted first, that 
they would need quite a large core of fairly good 
peopie just for this purpose. And the fairly good 
pesple are now busily ensaged in administering the 
tax as it stands. 


MR. H¥SLOP: Yes, I quite see your coint Mr. 
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Perry, and I realize that this suggestion of mine is 
largely theoretical, and perhaps even a little naive. 

MR. PERRY: I think, Mr. Chairman, we might 
sound as though we are pummelling this pe AE 
but it has been so many times that we are just anxious 
to see what substance there is to it. 

THE CHAIRMAN: I think there are a lot of 
people in agreement with want you put forward, and we 
are really going at it because it is muth too easy 
to accept these things readily. I think if I were 
in your shoes I would probably be saying exactly the 
same as you are, but on the other hand we want to bring 
out the truth of the matter, and see what is really 
best under the circumstances. I can really see more 
difficulties arising as we go along and along this 
course. 

MR. HYSLOP: Yes, I can realize it. 

THE CHAIRMAN: Moving on to (f), do you really 
think there is serious need to increase the limits on 
the retirements savings provisions at the present time? 

MR. HUNTER: Mr. Chairman, it was my feeling 
that this was an attempt to sort of flatten the curve 
where one man's income may be evenly distributed over 
his life, and another one's may reach a high peak, maybe 
in his thirties, or in his early age. That is all I 
had in mind. | 


THE CHAIRMAN: Do you think there are many 


ca8€S of people whose ambitions are in any way thwarted 


because of the limits? Do you run into many cases your- 


self? 


2104 
ANGUS. STONEMGUSE & CO. LTD. 


I gather the impression that this savings 
plan is not used to the extent which was contemplated. 

MR, HUNTER: In my experience it is used 
mainly by doctors, dentists, and possibly lawyers. 

THE CHAIRMAN: And if it were 15 per cent 
instead of the present limits, you think they would 
buy more do you? 

MR. HUNTER: I think so, yes. 

THE CHAIRMAN: And if the present tax rates 
were reduced to say a top rate of 50 per cent, would 
that make any difference? 

MR. HUNTER: Not to these particular people 
I am thinking of. That would probably be their maximum 
rate, 45, 50 per cent. 

MR. PERRY: I see that you make no mention 
of a dollar maximum. If this recommendation were to 
be taken precisely as stated -- 

MR. HUNTER: I think the maximum dollar value 
should be increased in proportion. 

MR. PERRY: 50 par cent higher? 

MR. HUNTER: SS pie cent highersg 

MR. NESBITT: Mr. Perry, do you not agree that 
under the current regulations a person is 10 ver 


cent or 2,500, whichever is the lesser? 


I would say would be relatively high. Why not zo the 
full 15 per cent of 30,000? Why cut him off at 


2,500 under the present regulations, or even under the 


present regulations why not make it a straight 19 per 


I believe if a person is making $30,000 his tax structure 


cent? If a person is making $30,000 and he wants to join 
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a@ savings plan, in all probability if he iatcnes his 
pennies he could probably invest quite well. He is 
caugt ina position where he making $30,000 a year, 
which I don't ever expect to make, I must confess, 
but wnat is to prevent him from putting in three 
thousand of thirty? Why cut it off at twenty-five? 
I see no reason why the Tax Department chose ic per 
cent or 2,500, because how many people are making over 
25,000 that would actually affect the income cf the 
Tax Department? It seems to me that the additional 
five hundred Gollars on a 10 per cent basis would be 
a very samll drop in a bucket compared with the tax 
we are getting out of the 30,000 in any event. 

THE CHAIRMAN: I have an idea that the limits 
were imposed to try to seek equity as between employed 
people and self~employed people. There are limits under 
an employed pensicn plan, and I suppose these limits 
were an attempt to relate them to some extent or otner, 
and I think you will agree that there should be limits 
of some kind. 


MR. NESBITT: I am not so sure actually Mr. 


Carter. When you are dealing with so small a percentage 


as 10, particularly when on a contributory scheme for 
example, it is 10 per cent, or 1,500, and if you wish 

to go to additional benefits by going into your own 
retirement savings plan, either through theinsurance 
scheme or the insurance may be assigned, in which case 
the premiums I understand are up to the minimum or 
maximum amounts, or on thé other hand through the normal 


registered retirenent plans of the trust companies, 
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the maximum is 10 per cent of 1,500 where it is a 
contributory plan, or 25 per cent where it is not a 
contributory plar. 

MR. GRANT: Isn't it possible, Mr. Nesbitt, 
that the Department, when they first decided on this, 
may have had an eye to the loss of revenue, the immediate 
loss of revenue, which this plan wouid entail, because 
you would agree that this is not a tax exemption. it is 
a means of deferring the payment of tax. The tax is 
paid ultimately when the pension is paid, but its 
advantage ri the participant lies largely in the fact 
that he is likely to find himself in a lower tax bracket 
at pensionable age than he is in when he is contributing 
to this retirement pension plan, and therefore if tne 
sovernment were to put an unlimited ceiling on the amount 
which he could put in, there could be a very substantial 
immediate loss of revenue from income, could there not? 

MR. NESBITT: Well Mr. Grant, I'm not quite 
sure if I understand what you meant when you said 
unlimited amount. I am st iil assuming that there is 
a restricted amount of 10 per cent, which, to the normal 
person une ts making six or seven thousand, it is 
six or seven hundred dollars, and his normal tax rate 
may be around 18 per cent, and serhaps at time of 
retirement he may fall back in a2 13 per cent bracket, 
which is fine. If the same iC per cent still applies 
Go 2 person mating 30,060, and there aren't too many 
people doing that, the contribution of 3,00C, still 
applying the minimum of 10 per cent, is still not that 


much greater, because the amount involved is only 500 


=" 
ca 
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Gollars out of 30,000. 


I am not saying that there should be no 
minimum at all, heckeas as you suggest perhaps 2 
person making 30,000 can live on five, and will plow 
20,000 a year into a retirement plan, and thereby 
probably get away with paying no tax at all. 

MR. GRANT: In effect you say that you would be 
in favour of, if the 10 per cent is to be retained, 


of eliminating any ceiling? 


MR. NESBITT: Right, yes. 

THE CHAIRMAN: <A fixed ddilar bi is what 
you have in mind? 

MR. NESBITT: Remove the fixed dollar amount 
and make it percentage. 

THE CHAIRMAN: I think I would quarrel with 
that, because I can see a@ man getting a hundred thousand | 
a year being entitled to deduct ten thousand dollars. 

The man who earns a hundred thousand dollars doesn’t 
need such a reduction, I don't think. He should be 

able to save a lot more than the fellow earning $20,000. 
Therefore I would have thought that it does need a fixed 
dollar limit, and I dorit think that I would like to see 
it thrown open tothe extent that you suggest, at least 


not at the present time, 


of what we are thinking of, it seems obvious that this 
whole matter of retirement plan and pensions and so on 
is going to have to be very closely reviewed by the 
federal goverrment in view of provincial legislation, 


| 
| 
I think that I might say that irrespective 
and I would be surprised if we have the same thing with 
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us for a very long time. 
MR, NESBITT: Yes, I think that would be the 
cass, because there are too many schemes in the making, 


both federally and provincially, where any recommendation 


which mi 7 come up toward increasing the contributions 
from 10 to 15 per cents, or removing any limit, might be 
completely innocuous a year from now. 

THE CHAIRMAN: That being so, shall we move 
on to (g)? 

MR. GODDEN: Under Section (g), Irrevocable 


Gifts to Minors, Section 22, we have Mr. Nesbitt to 


reply. 

MR. GRANT: As I understand the brief on this 
point the exception that is now taken to the provisions 
or the Act is that a father, in making a gift to, let's 
be specific, to his son, aven 12 it is of an 
irrevocable nature, the father is still accountable 
for the income of that gift. 

THE CHAIRMAN: For a minor. 

MR, GRANT: Fora minor. 

MR. NESBITT: Under 19, 

MR. GRANT: Under 19. And the recommendation 
is that that be revoked in its entirety. 

MR. NESBITT: Well, actually [ have nad second 
thoughts from a practicable point of view oniy. I am 
mob so gure that Section 22 Ua be revoked in its 
antirety, but I do fsel that the portion dealing with 
ivrevocable gifts to minors should be removed, for a 


reuaber of reasons. 


Z inci tical ios teat Raa ae aN nl ae — 


in the first place, judging by the briefs which 
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you learned gentlemen have alr eady received, I think 
this is probably the first reference made to Section 
22, I don't know. This is probably not too much of 
a concern to too many people. I am particularly con- 
cerned because I don't think there is one per cent of 
the population knows that Section 22 is there, and I 
am willing to gamble that there are many gifts floating 
around Canada, either by trust or.otherwise, sitting 
there, where income is accumulating to the gift's 
benefit, that the father has no ideacthat he has to 
claim as being his own. The stock certificate is 
registered in a minor's name. As you, Mr. Grant 
probably know as General Manager of the Nova Scotia. 
trus, regarding guardians and transfers, if you have 
a hundred dollars worth of stockcertificates and it 
costs you a hundred dollars to get the guardian 
appointed, it hardly seems worthwhile to get the 
transfer certificate. 

I know of many examples where parents are 
registering stock in their name. The dividends are 
accumulating to a savings account for them, and I 
feel reasonably certain that they don't know that they | 
have to put that income in as their own. 

It also complicates matters to a great extent 
from our relative points of view as trust companies, 
because we have to explain to them, in setting up a 
nice little trust fund for their child, that the income 
is going to be theirs, and they get quite adament when 


they think we are trying to pass something on to them 


that they don’t particularly want. By the time you get azxound 
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to explaining the relative merits, or demerits of Section 
22, of the person is left with a certain amount of 
contusion as to whether you didn't wirte Section 22 
yourseif, and it does lead to complications. 

If? there is already a certain trust set up, 
generally speaking a grandfather or a father, or 
somepody, will set up X.number of dollars to the 
trustee to be held in trust for the child. I think you 
will find now most wills say 25, but even assuming 
21, this is_fine, but he sets up a thousand dollars, 
and the parents say the income therefore is not: taxed 
in the hands of the donor. The parents, or favorite 
aunt, as the case may be, say a thousand dollars 
wouldn't put him through college. So they add to the 


little trust set up by their late father, so that when 


off with. You are then in the position of having 
split the ready income down, giving half to the child 
perhaps, declaring your ET3's for a portion of it, 
and turning around and sending her the other portion 
and saying this part is yours dear. You declare it and 
I really auaas think that there is that much income 
to worry about that the tax department can! throw 
out the irrevocable aspect of it. 

Now, the revocable asrect of it, which is 
Section 22 {b), and even this Section ts confusedly 
drarted, They start off Section 22, irrevocable 
gifts to minors, and when they get into revocable 
gifts, which are not sifts at all, because in order to 


be able to qualify as a gift you have to get rid of it -- 


| 
| 
| 
| 
| 
he gets to 21 he will really have something to start 
| 
| 
| 
| 
| 
| 
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I must admit that I perused over both Sections, and 


thought one sort of counteracts the other, and eventually 


my learned friend straightened me out, and I must 
confess that I eventually convinced myself I sind wrong, 
which is not easy to do. 

MR, GRANT: What you are pointing out is 
the inequities of this Section when applied to a bona 
fide transaction in the nature of a revocable trust? 

MR. NESBITT: Right. 

MR, GRANT: But what you will agree with me 
on, I think, is that throughout the whole of The Income 
Tax Act it is drafted so as to, with 2 very wary eye 
on family relationships, for instance take the case 
of a husband who is carrying on a business as a partnere 
ship, and he employs his wife, maybe in the nature of 
@ grocery store, a corner grocery, or ny of that 
sort well, he is not allowed to charge the wages for his 
wife as expenses, he rezards that as an inequity, and 
in many cases it is, but it involves this whole family 
relationship, and what no doubt the drafters of this 
particular Section of the Act had in mind was that 
woile an irrevocable trust could be set up on a bona 
fide basis, and it would have all the elements of 
vustice and equity in it, it would open the door for 
apuses as well, because it would open the door to income 
-splitting, whereoy the father would set up this trust, 
but he would use the income nontheless as if it were 
his own, and that is no doubt what the authorities 
have had in mind to quite an extent in framing this 


legislation, ‘/ould you not agree? 


errs meee rer ee 


AMGUS. STONEHOUSE & CO. LTD. 2112 


MR. NESBITT: Well Mr. Grant, to a certain 

extent, I agree with you, but I feel sure that is nothing 

flat can't be plugged. If, as you mentioned, there is 

some legal phraseology, irrevocable trust set up at 

an arm's length transaction, the income re-invested, 

and if you file with the tax department the trust 

deed, as you normally do SrtePany irrevocable trust 

where you have to declare the income, when you file your 

T3, where the income is on a trust irrevocable, you 

must file your trust deed because the Department has 

all the documentation available to it, and as usual 

the Department is free at any time to come down and --- 
THE CHAIRMAN: I would have thought that 

the real content in Section 22 is quite clear as regards 


parents and child as opposed to a minor, who is not --- 


| 
| 
| 
MR. GRANT: Locus parentis? | 
THE CHAIRMAN: That is right. It seems to 
me there is an entirely different relationship where the | 
child is supported and where the child is not supported. | 
MR. NESBITT: Yes, I agree with you there. | 
This first Section applies to anybody who makes a gift | 
to any tae: 
THe CHAIRMAN: It is too broad I think . | 
MR. NESBITT: I agree. I must contess, I don't | 
mind the revocable nature, where a certain amount of | 
retention is in the donor, by either being able to 
direct the individual who is to get it, and could quite 
eonceivably direct it back to himself. I think that 


that perhaps should be retained, but as Mr, Carter 


So rightly mentioned it is quite broad, and can be made | 
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ek 


easier from our points of view. 


MR. GRANT: It might very well be limited 


to those cases where you have a situation of, as the 


. 


law would term it I believe, in locus parentis, 


MR. NESBITT: Uniess you can prove, I suppose, 


that the parents have really given up all control. 


MR. GODDEN: Paragraph 5 Mr. Chairman, 


Federal Sales Tax. 


THE CHAIRMAN: And also page 14, 


MR. GCODDEN: Right. To reply to this Section 


i think we understand the point 


There is one question raised. It is 


wholesale licences to people ultimately selling the 
rope, and that refunds would only go back one step, I 
hink, instead of going back to the manufacturer? 
ik. KNIGHT: But I believe, Mr. Chairman, 
tnat there is a restriction on the issuing of 


wnolesalers' licences. In other words, they have to hav 


@ certain volume of business before they can obtain it, 
anc a certain percentage of their sales must be in 
tax-free field, 


and nossibly this is peculiar to 


Newfoundland, but witn the, I don't know how many 

little settlements we have around Newfoundland, but they 
are all fishing settlements, and possibly every fourth 
man in the settlement classifies himself as a merchant, 
tnousn in effect he is an honest to goodness genuine 


This blanxet certificate was acceptable up to 


cre nr en ee nn 8 RS te 
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301 a very short time ago here, and it was -- the regulation, 


s it is true, was on the statutes, but it was never 

3 enforced, and the fact that Newfoundland was primarily 
a fishing country was recognized by the Customs Department, 
and its interpretation and application conflicted with 
the Excise Tax Division application of it. The 

Customs was permitting, let us say merchant A to import 
rope for sale, or for his own use, free of tax. I am 
speaking only of over one and one half inch diameter 
rope. That same merchant would buy from the manufacturer 
here, and the Excise Tax examiners would come up and 

say oh, no, he can't get it from the manufacturer tax- | 


free, with the result that it was cheaper for a merchant 


to import the rope, save the tax, and pass onthe, I 
hope, the savings to the fisherman concerned. 
Now the Excise has influenced the Customs 


Department to adopt the same procedure as the Excise 


~ 


was doing, and I feel, I know in fact, that this three 
months exemption certificate is acceptable, and is still 
being accepted in other parts of Canada, even though 
this resulation ras been unearthed and put into operation: 
once again, 

THE CHAIRMAN: This blanket exemption would 
apply only to those merchants who could show tnat most 
of their sales are to fishermen? 

MR. KNIGHT: Yes, trat is correct. Primarily 
these settlements are doing nothing else but fisning. | 
Perhaps .1 per cent of the ropethat these particular 


merchants would purchase would be used for other than 


{ 
| 
| 
fishery purposes. 
| 
| 
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THE CHAIRMAN: Would the merchants who 


didn't qualify be at any disadvantage because of 
the blanket exemption to their competitors? 
MR. KNIGHT: Well, I think that in tne 

fishing areas as such there should be some discretiomry 
6 power given to the supplier, the manufacturer if you 
wish, that the settlement use --- it is recognized 
| 
3) as a fishing area, and there is no other activity there - 
| you should be permitted toaccept this certificate. 
10 As a matter of fact, common sense will say that there 
11; is no need of a certificate in that case, but we have 
12, to obtain the certificate of the end user, and of course 
13! you have five or six, or maybe more, so-called merchants 
14) involved between the manufacturer and the end user, 
is! and try and get that tax back down the line again. It 


- is putting the manufacturer. I think, to disadvantage 


17] here in Newfoundland, and has also driven up the cost 

18 of the fishing operations. 

19 | THE CHARMAN: Thank you. 

20) MR. PERRY: I was just wondering if Mr. Knight 

21 | would have any idea of any other reason, apart from the 
| 


conflict with the Customs administration, for the 


withdrawal of this practice? 


MR. KNIGHT: It originated, Mr. Perry, with 
the Excise examiners department, the Excise Tax 

Division, rather than the Customs. Apparently this, 

as I said earlier, this statute, or this regulation, has 
been written into the Act over many, many years, but 


it was recognized that Newfoundland, being 90 per cent 


fisheries at that time, and still is I Suppose, in the 
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use of rope, that the rope was being used, and a blind | 
2| eye was turned to the requirement of having end-user | 


certificates obtained at the time of purchase. It is 
very, very difficult to obtain those certificates in 
the first instance, due to the lack of education, if 
I can say that with all due respect to our fishermen. 

MR. PERRY: But you said that this practice 
is continuing in other parts of the country. 

MR. KNIGHT: As I understand it, sir, yes. 
It has not been enforced. I can't prove that by 
affidavit because naturally it is impossible to get 
such a thing. 

MR. GODDEN: Mr. Chairmn, varacraph 6, the 
Estate Tax Act, and all these Sections from (a) to 
(n) starting on page 15, sir, all these Sections will 
be replied to by Mr. Jim Nesbitt. 

THE CHAIRMAN: Thank you, fine. You suggest 
that bequests in the form of annuities be exempt 


from tax. is that the first one Mr. Nesbitt? 


MR. NESBITT: Bequests in the form of 


MR. GODDEN: It is page 6, Mr. Chairman. 

THE CHAIRMAN: Yes. weil, on page ¢ I see 
that death benefits in the form of a pension or annuity 
should be exempt from sstate taxes. 


Don't you feel that if that were the law 


that it would cause people to favour that form of 


28 bequest, and write their wills almost exclusively that 


29; way? Perhaps you do, and perhaps you feel that it ought 


to be encouraged. But the law would then be far from 
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neutral, It would be in the position of encouraging 
people, I should think, to leave their funds in the 
form of an annuity. 

MR. NESBITT: With respect to the annuities 
et cetera and pension and death benefits, the recommend- 
ations made with respect to that is, if you wish, we 
know the problem exists, because perhaps the annuity or 
death benefit which only gives us X number of dollars -- 
but because of the age of the person puts so much of 
a burden on the estate that perhaps if the person 
were in such a position that he didn't save too much, 
and bought a house and had a terrific death benefit 
or annuity with a company , you might be in the position 
of having to sell the house and live on the annuity. 

THE CHAIRMAN: We have had a number of 
sugzestions. Some have been to the effect that 
succession duty should be deferred, and paid at the 
cime of the receipt of the annuity, or that it should 
pe related to the life expectancy of tne beneficiary, 
out I dm't think we have had a suggestion that estate 
taxes should be completely wiped out. 

MR. NESBITT: I don't think that is the 
eontention in this particular Section. I think that it 
is really -- now, I must confess that Mr. Hunter 
doesn't agree with this particular Section, because I 
see the pitfalls here, but we are trying to impress 
that a problem exists. The general thing here is that 
if there is a pension or death benefit, and if it comes 


down in the form of a lump sum, that the lump sum be 


added to the estate andtaxed accordingly. If it is going 


H 
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341 to be by way of X number of dollax’s per month, that 
2 then it not be added to the estate, but be treated as 


. 3 income in the hands of the receiver. 


4 This, of course, places an unwarrantable 
5 burden on *he person receiving it, because he would be 
taxed at a straight income tax rate, which of course 
we realize is a hardship. 

In thealternative, if the person elects as 
to the method by which they wish to receive the money, | 
and the proper ~pigeon hole be allocated to that 
particular method, either add it in as a lump sim, 
or pay the tax on it. Now, this is probably not the 
answer, but it is one method by which at least you do 
give an election to somebody. 

THE CHAIRMAN: Yes. I see the principal 
sum would then be included as eenenhitn: 

MR. NESBITT: Unfortunately, yes, but I must 
confess that along the way -- you see, if there is 
such an ekction the person might have an advantage, becauge 


he may wish to have the estate pay the tax on it, then 


he can take the lump sum out and pay only on the sit cat 

but at least he has got a chance of being able to say so. 
MR. PERRY: Couldn't it even be better than 

that with a purchased annuity where the electim could 


be made for a series of payments at the time of death, 


the estate cleared up, and you take the cash surrender 
value? 
MR..NESBITT: True. 
MR. PERRY: So you get off without anything. 


MR, NESBITT: That is a wonderful idea. I " 
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35 


351] the main reason for. putting this in is that I really 

2 think that a problem does exist in certain instances 
where hardships are there, Now, what the answers are 
only you gentlemen will be able to come up with through 
5 more learned people than myself, and probably people 
6, with more experience, being able to make Sa ini 
7j THE CHAIRMAN: We do recognize the problem, 
I canassure you. 
9) MR. PERRY: We have heard from two or three 
10; female organizations and they are very het up on this 
11) sub ject. 
12) MR, GRANT: In 6(b)(i), Mr. Nesbitt, which 
13; reads: 


14 "If the death benefit is a lump sum that 


| 
15) "the amount be included in computing the 
16. "ageregate net value of the property passing;" 
17| Well, is that not so now? I think it is. 
18 | MR. NESBITT: Yes it is, but (1) then merges 


yy ante, (ii 
| "If the death benefit be a pension or annuity," 
21); that no commutation be made, and (iii) is where there 


ane is an option between the two. 


Saying that in one respect if the lump sum is there we 
don't want to change anything. If there is an anmity, 
don't commute it by adding a lump sum to the estate. 
MR. GRANT: Yow suggestion is new to us, 
that the annuity not be considered as an asset of the 


estate for estate tax purposes, but that the annuity be 


| 

i 

| 

| 

In other words, what we are doing now is | 
| 
taxed as income. At the present time that part which 1s 
j 
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34/ principal of course is accepted. 


2 


| 
3) 


co nn am 


MR. NESBITT: Yes., 

THE CHAIRMAN: It might ce a golution, I 
don't know, the inciusion of principal for that purpose 
may be logical under the circumstances, because one 
is then converting something from a capital asset to 
income, and logically it ought t be taxed, 

MR, NESBITT: Well, that was my initial 
feeling, but Mr. Hunter is quite down on paying tax 
on capital, which to a certain extent I agree with, 
but I think that normaly if the amount of income is 
twelve hundred a year, which they themselves didn't 
build up, capitalize -- a tax on it might be what, 
ifshe has get her exemptions of eleven hundred? 


MR, PERRY: If it is @ pension there is no 


breakdown on the interest and the capital. 


THE CHAIRMAN: It may be logical, Yes, 
i am not sure. 

Moving on to (c), Jointly Held Insurance 
Policies. I am puzzled. I have not seen 2 joint 
insurance policy of this King. Ars there many? 

MR, NESBITT: Mr. Carter, I am *qually as 


- 


puzzled. I have not seen too many either, hur I snow 
they exist because it says so in the Act. 
THE CHAIRMAN: Does it? You are ahead of me. 
MR. NESBITT: 3{1)(m). 


MR. PERRY: it is there of course. we just 


wondered in practice how often this kind of tning is 


encountered? 


MR. NESBITT: Well, if it does not come up too 


| 
| 
| 
| 
| 
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often, perhaps the Tax Department will not be reluctant 
to grant us some benefit. 

MR. GRANT: Perhaps it is in the Act to 
eliminate the writing of guch a policy. 

MR. NESBITT: This is quite a situation then, 
3(i)(m) ; 

"owned either alone, or jointly, or in common 

“with any other person ---" 

THE CHAIRMAN: Well, if they are not common, 
I suppose we can leave the Section stand and forget about 
the whole mutter. 

MR. NESBITT: I suppose that is one answer, 
but if it does arise, I can assure you there is going to 
be quite a few discussions on the matter. 

MR. PERRY: Could you just tell us whether 
you have ever seen one, Mr. Nesbitt? I am not trying to 
embarrass you. I am just wondering? 

MR. NESBITT: I don't know whether I have. 
It seems to me that I have, but I can't just pinpoint it. 
I may not have seen it here, but I may have seen it in 
our ‘Winnipeg orfice, and then I was transferred and 
never did find out what happened. 

THE CHAIRMAN: Deduction of fees, legal and 
executors, in computing the amount of the estate. 

This surely represents quite a sth rin problem, 
because at the time of arriving at the estate An 
doesn't know what the fee is in most cases. I suppose 
it would be determinable if there were schedules, set 
fees? 


MR. NESBITT: I think there are a number of 
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381 ways it can be done. The first way, in some cases there 
2 is an agreement cftentimes between the testator and 
3 the executors as to what the fee will be, and if it 


4 is reasonable I think the estate tax should allow it. 


S| MR. GRANT: Is this the legai fee now? 
6) THE CHAIRMAN: Yes. 
iat MR. NESBITT: I am speaking of executors! 


8| fees. Legal fees, I think there are scales in most 

| provinces as to what one charges for being solicitor 
10] to an estate, and in any eet certainly if necessary 
11 they can certainly be taxed. 
12 Now, it seems to me that when one makes a 
return, one can certainiy prove the existence of having 


paid either to the executors or to the legai services. 


16 amount of what you think it is going to cost, and then 
17 when it finally comes down file it and say this is what 


15| Eventually -- now, if you wish to put in an arbitrary 
i 
i 
| 


18 we had te pay, and either get or pay tne difference, 
So 


19 even if it is a year later, but I do think that there 


20| should be at least an opportunity, and as a natter 

21 of fact I think there should be legislation permitting 
. 

2| the deduction of this. 
} 

23) THE CHAIRMAN: I wonder why you {641 so 

24 strongly? It would seem to me that if the revenues were 

25 | affected by the deduction of these fees, the rate or 


= 


26] estate tax would probaly be increased to compensate 

27 for it. If that were the case, would anybody gain, or 
ae lose? I would have thought that roughly they would all 
291 come out about the same, 


MR. NESBITT: I agree Mr. Carter that there is 


ees 
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going to be to a certain extent a certain amount of 

loss of revenue if a person has to pay tax at 50 

per cent, and all of a sudden there is a 40 thousand 
executors! fee going through. they are going to lose 


twenty thousand dollars. 


I don't like to be prejudiced about this, 
put I think that is proper. Estates are taxed high 
enough as they are through all the other gimmicks 
that are going through, and I think there should be 
reasonable charges. Otherwise why allow funeral 
expenses, as opposed to legal fees? 

THE CHATRMAN: You have got a point there. 

MR. GRANT: I have always thought that 
legal fees should be deducted in arriving at the tax 
value of the estate. Myself personally, I have always 
felt that in principle. It could be diffeult in 
practice, because unless there is a schedule of 
fees determined based upon the size of the estate, and 
there the practice varies fron province to province, 
as to wnat a solicitor does for an estate in earning 
his fees, and I think it varies probably to some 
extent as to who is serving as executor. Sometimes 


the executor will depend to a much greater extent upon 


the solicitor than another executor might, and therefore 

if you took a fixed schedule offees, it could be 

an injustice to one solidtor, and it could overpay anothe 
MR. NESBITT: On that point these are really 

in effect, I don't like to say fictional figures, but 

it has no bearing on what the solicitor actually 


receives. If we utilize this method, that the Tax Depart 
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ment set its own scale of fees as to what the solicitors 


may deduct from the estate -- Now, whether he is going 
to get it or not is immaterial. what tne scale of 
fees is in a certain province is immaterial. The 
solicitor is going to get his money, but for purposes 
of deduction he may deduct X dollars. You might say 
that for the same reason 2 person is automatically 
exempted forty thousand, if he has got a@ widow, twenty 
thousand, If he has got four children, ten thousand 
apiece. It merely means that the solicitor may deduct 
in computing his aggregate net value, the following, 


and if you wish you can even throw in executors! fees 


on a certain scale to be determined by the Tax Department 


THE CHAIRMAN: Well, Mr. Nesbitt, I suggest 


to you that if this were a recommendation we made in 


RN) 


report there would be a very strong lobby by the 


bo 


ar Association that it should not be there, because 
it would imply the amount they were entitled to. and 
they would have a hard time persuading the executors 
that they should get a bit more, 

MR. GRANT: And if it were too iow it would 
bring in the type of representation Mr. Carter refers 
to, and if it were fixed on what would be regarded as 
a realistic figure, say for the Province of Ontario, 
that might be much in excess of what a solicitor would 


be receiving, the tariff that he would be receiving say 


inthe Province of Nova Scotia. In Ontario I oelieve that 


the solicitor of an estate assumes th@ responsibility 


of completing and filing the estate tax returns, both 


Yederal and vrovincial, which is quite a task, whereas 


ee pcm ree ener ar eee a A fA SE SN A EE A ED Se 
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that is not so in other provinces. 

MR. NESBITT: That is quite true, there 
would be a difficulty in amiving at a schedule, 

THE CHAIRMAN: You may be sure that the 
Tax Department would establish a fairly low base too, 
I would think, 

MR. NESBITT: In certain instances you are 
reluctant to let the solicitor fill it out, because 
you feel you know a lot more than he does, and you fill 
it out anyway. 

MR. GRANT: I have no comment on that. 

MR. PERRY: I think this is a much broader 
issue of the deductability of legal fees under all 
taxes. They are not allowed now under the income 
tax for example. 

THE CHAIRMAN: Are you correct? I have 
an idea that you may deduct advice you receive in the 
preparation of income tax returns. 

MR. PERRY: But at any rate I think there 
is a more general question here, which I am sure has 
some influence on the Department's thinking in this 
area, which is not a very broad one itself. 

TH: CHAIRMAN: Moving on to personal exemptions, 
You feel that they should be increased. We have had 
representation to that effect, some of it computing 
the effect which such increases would have on the 
revenue, and in fact it is surprising, the effect to 
which they can be increased without increasing the 
government's take very substantially. 


Will you tell us how you got at the increases 
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which you recommend? 


MR, NESBITT: To be perfectly frank Mr. 


recommended tnat which 


i thought would be 
cceptable te the Tax Department. 
HE 


CHAIRMAN : 


Geod. 


MR. NESBITT: I have 


t 


een recommencations 


where the initial exemptions were twenty thousand. 


Four years ago they moved up to twenty-rive thousanc, 
and forty thousand fifteen years ago, and have not 


been changed since, I have seen recent recommendation 


made to the Honourabie Members that a hundred thousand 
should be the amount. Seventy-five thousand. The 
problem that a women snould not be placedin the same 


vositimas a male, I personally felt that if they 


wish to stay within reasonabie bounds, that th 


be a straight sixty thousand, no additional for -- 


no twenty thousand for the widow, or twenty thousand 


for the widower, but a straight sixty thousand for the 

basic estate, and retain ten thousand for sacn dependent 
live, which would include the widow, tre echilicren 

and if 2 person qualifies under Section 26({1):a)}, which 


I believe is in The Income Tax Act with 
to colleze et 


ily soins to 


WZ 


collece and there 


vie 


rates is what I think would be acceptable to 


income Tax D . : c 
€ iox Department. where an awful lot of rec 


recommendations 


in 
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are going through in this nature. 

THE CHAIRMAN: The certificate of discharge. 
Do you know why we don't have such a certificate at 
the present time? I was rather surprised to rind this 
was the case. 

MR. NESBITT: I have tried to find out why 
hey removed such a matter when they effected a change 
from The Succession Duty Act to The Estate Tax Act. 

THE CHAIRMAN: You think it is an important 
matter do you? 

MR. NESBITT: Yes, I certainly think it is. 

I notice that, for instance, I just received a matter 

of a stock transfer at the office, and I notice that 
under the new B.C, Succession Duty Act the release on 
the shares is actually a release and discharge, not only 
on the shares, but everything to do with it. Everybody 
is released, and the shares can be carried on. This 

is a very nice thing, whereas all we get from the 
FPederal Estate Tax Department is a consent to the 
transfer of prceperty, which really doesn't say a thing. 

MR. GRANT: I am strongly under the impression, 
lir. Chairman, that the reason that they have eliminated 
a certificate of discharge in The Estate Tax Act is 
because of the difference in the nature of the tax. That 
whereas under The Succession Duty Act it was the 
beneficiary who was charged with the payment of the 
duty, under Tne Estate Tax Act it is the executor who 
is charsed with the payment of the duty, and it is a 


means of holding the executor liable. 


n 


13 | 
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It may be very unfair to the executor that 
he is placed in that position, but I think if the 
Devartment were to be heard on this, if they were to 
give their views on it, I believe that they would say 
it is because the executor is bound to discharge his 
duties, would feel if he does discharge them he has 
nothing to fear. 


MR. NESBITT: It would seem to me that 


t a 
ry 


any recommendation were to be made that at least upon 
the production of a release and discharge from a 

court, and filing with the Tax Department, that you 
may similarly receive such a release and discharge 
from the Estate Tax Department, or inthe alternative 
after filing and paying your return, and naving neard 
nothing after a period of one year, or two if you wish, 


then you may make application to the Tax Department 


for release and discharge 


MR. GRANT: I’ think myself that it is a 
cooint well taken, and I think I am surprised really 
that organizations such as “he Trust Company Association 
nave not made stronger representations ta the Department 
2a eee sort of thing, that I have ary xnowledge 


* 


ot at any rate. 


2 representation in 1958, where they had oniy seen 


» was removed 
vyrom The Estate Tax, where it wasn't tn The Succession 
Cuttes, and they may have made one Tore a2pnlication or 


ind 


recommendation since then, out whether it was in the 


he draft, and they recommended, they couldn't understand 
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proper channels, or before a Commission stich as your 
Honourable Members, I don't ‘mow, but I would like to 
speak on behalf of the Association, but I don't think 
I can, but I know from our own point of view that 
an executor, be he a trust company, or be he an 
individual, should at least be placed in a position 
of being at least able to get a discharge. 

MR. GODDEN: As explained previously, Sections 
11 and 12 were produced by Doctor Copes, who has been 
called out of the Province, and he is unable to answer 


. 


tnis morning. So unless yarhave anything further, 
iir. Chairman, all we have ieft to cover would be under 
varagraph 6, Sections (g) and (h). 

THE CHAIRMAN: Minority shareholders. The 
provision here states that when there isa relationship 
minority shares should be deemed to be the controlling 
shares in he evaluation = thereof. 

You feel that this is incorrect and the 
Section should be revoked. 


MR. NESBITT: I certainly think there should 


be some change. It is very broad, this blood, marriage 


i and adoption. I know of certain instances where there 


are black sheeps in the family who own a couple of shares, 


and never even get close to the old boardroom, and upon 
the dexth of a person, if there were 50, 49 per cent 
held by a man and his wife, and the black sheep held 2, 
the black sheep is really much blacker, because all of 
a sudden re is placed in a position of control, and 
similarly when he dies the person holding the 5, 10, 25 


or even a small one or two shares, as the case may be, 
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ua depending on the capitalization, is placed ina position 
2| of not goingback to the latest sale on an arm's 

3| length transaction. 

4 I can think of cases where a local brewery's 
5] stock was selling for let us say $150, but the Tax 

6 Department decreed that the controlling portim should 
7i be valued at say $280. if he is a minority shareholder 
8} through Wood relationship, and particularly where he 

9 nas nothing to do with it, and is in some other 

10) business altogether, all of a sudden his value of 

i1| shares is almost double what it should be. 

12 I recognize that you will be faced with the 


; situation where you cam say how do you know that he 


Departments on the amount of proof they are going to 


14 wasn't going to throw in with his brother or his 
15) sister and vote this way or that, and [I admit that there 
| is a loophole, that if you can prove that he was 
17 adamantly against anything -- but you can imagine the 
_ amount of argument that goes with this with Tax 

| 


20 require on it. 
2) . ‘THE CHAIRMAN: Yes. This Section is 


22| mandatory, I presume, rather than permissive. The 


term is required to deem it as a majority holding, 


24y is it not? 


25 | MR, NESBITT: Yes, that is correct. That is 
26 my interpretation of it. 
27 | THE CHAIRMAN: Would you not accomplish what 


28 | you are after if that Section were left there, but made 


29 permissive? 


a MR. NESEITT: Shall be determined -- 
i} 
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THE CHAIRMAN: If the word shall were changed 
to the word may, would that accomplish what you are 
after? 
MR. NESBITT: I think it would én ls make 
things an awiul lot happier. It might place even 
the negotiation end of it between the Tax Department and 
the individual, or the estate, as the case may be, 
in a much happier position. The Tax Department would 
have a firm commitment of where it stands. 
THE CHAIRMAN: Then we understand the point. 
The optional valuation date. This matter 
seems to recur pretty frequently. The point at issue, 
I think, is the length of pericd between the date of 
death and the optional valuation date. It is pointed 
out that if it was allowed to be some distance removed 
from the date of death it delays the administration 
of estates. If it were as much as a year, it is 
probable that little work would be done towards settling 
estates until the lapse of a year, and the administration 
of estates and the collection of taxes would be 
delayed. 
Is there a shorter date which would serve 
the purpose and would not delay estate administration? 
MR. NESBITT: I believe so, Mr. Carter, I 
put in one year there. I think six months you must 
file and pay with the Tax Department, six acetate from 
the date of death, and I must admit that in most cases 
you know whether you have the cash or not, whether you 
are going to have to sell these stocks and bonds. 


It becomes then a matter of speculation as to whether you 


10 
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think the market is going to go up or go down. Bventually. 
within elther a period of six months or 4a year, whichever 
the case may be, you are either going to have to sell 
cr declare. There may be cccasions where you all of 
a sudden find a few nundred extra dollars, in which case 
you don't have to sell them. You sayall right we will 
take the valuation as of the date of death, but if you 
have to sell them there is a word in here. [If the 
securities are soid within one year. If you wish tos 
change that to six months, then the net conversion price 
should be the price submitted. At the present ime you 
are just taking the situation where you actually seil 
them, There are your brekers'! charges, and in certain 
instances your transfer charges, 211 of which to a certai 
extent decrease the price and the actual value of that 
share. 

MR. GRANT: Yes, I agree that the term would 
have to be shorter, at least to me I think if would have 
to be shorter than a year, because otherwise you will 


run into a conflict with provincial legisiation that 


fn ne ter 
—— 


&a probate act for instance states that an estate may be 
closed within such and such & time, and shail be classed 
within such and such a time. That to extend this 
period ne mean that it could have two iil effects. 
One is that the executor would be tempted to jocksy 
with the snares. I don't think that should b¢ so, 

I think that he should proceed with the administration 
of the estate in the same manner as if the valuation 


of the shares had no part in it, but if it so happens 


Kh . 
that the person dies at & time when he has a lot of 


ewe ce ee cate a EL RS SN ECR A 
en ee — 


2133 


securities and the market is very high, then in three 
months, as often happens, the market drops, and the 
shares must be sold in order to realize cash, it strikes 
me as being an injustice to the estate that cheese 

should be a tax paid-on the higher valuation, when they 
couldn't have been sold. The executor was not in a 
position to sell them. He couldn't make a transfer, 

yet the tax is based on that valuation on the high date. 


There is a lot to be said for an optional 


Qu 
pe] 
et 
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“ 
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ovided it is close enough that it doesn't 
Gelay the administration of the estate, or conflict 
with provincial administration. 

MR. NESBITT: If I may make a recommendation, 
I would ehange that one year to six months, and to 
comply with the estate tax maximum declaration date, 
and if this is an estate tax, and we are declaring 
values to them, then perhaps the two coincidentally 
will meet. I would say six months. 

THE CHAIRMAN: Thank you very much. I don't 
think we have any more questions. You have answered 
us very fully indeed, and most helpfully. I think we 
have gained a lot from this morning's session,and we 
are very grateful to you. 

I shall tell our misdng members about this 
session, and how much they have missed that we have 
enjoyed. 

We say thanx you very much, and we hope that 
you are all successful in your regatta this afternoon. 


It has been most enjoyable. 


MR. GODDEN: I would like to thank you, Mr. 
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Chairman, and your colleagues on behalf of this 
Committee from the Newfoundland Board of Trade. 

As we said before, sir, our only regret 
is tnat you can't be with us for a little longer stay. 


Thank you very much, 
~--A SHORT RECESS, 


THE CHAIRMAN: Mr. Secretary, are we ready? 
JHE SECRETARY: We are ready Mr. Chairman. 
The second brief this morning has been presented by the 
Newfoundland Estate Tax Committee. It was received 
on July the 8th. Mr. J.J. Greene, together with Mr. 
R. Leith, are here this morning. Mr. Greene is speaking 
to the brief, which I enter into the records as 
Exhibit No, 104, 


~--EXHIBIT NO, 104: Brief submitted by the Newfound- 


ron 
ws 
land Estate Tax Committee. 


SUBMISSION OF THE NEWFOUNDLAND 


ESTATS TAX COMMLITER 


appearances: 
Mr. James J, Greene 
Mr. R. Leith 
28 THE CHAIRMAN: Good morning Mr. Greene and 


9 rr. or si d 
2 Mr. Leith. Rise or sit as you please. Sa@medo one, some 


a ds the other, 


ee 1 eR A RY ee eR 


ANGUS, STONEHOUSE & CO. LTO. 
TORGNTC, ONTARIO 


or 
WI 


We have read your submission. It is very 


useful indeed. We would like to hear anything that 
you care to say to it. 

MB. GREENE : Thank you very much - Chairman 
and members of the Royal Commission. 

It is a privilege for Mr. Leith and myself 
to attend before the Commission this morning and to 
make a presentation of our brief. May I begin by 
saying that perhaps we could have no better illustration 
of the importance of taxation in the lives of us all 
than the fact that one of the most important days in 
the calendar of Newfoundland has been interrupted so 
that we may make this presentation on this occasion. 
We as reiterate the welcome which was expressed to you 
gentlemen by the Chairman of the Board of Trade's 
Committee, by Mr. Ayre, the Secretary Manager, and 
we do welcome you to Newfoundland, and we hope that 
you will enjoy your stay, and perhaps more important 
to your work, we hope that the presentations made to 
you today will be of some benefit to you in your 
further considerations. 

Mr. Chairman’and gentlemen: I might just 
say a brief word on the Newfoundland Estate Tax Committee 
which is a rather formal title for what is in fact 
a very informal group. Some two years ago some 
primarily St. John's businessmen numbering Pifteen to 
twenty, met under the chairmanship of Sir Leonard 
Outerbridge, the former Lieutenant-Governor, to consider 
the effect on the companies of Newfoundland of the 


Succession Duty, or now the Estate Tax Act. These are 
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521 primarily very closely held family companies, and these 


2 gentlemen decided to undertake a study, assisted boy 


| 
| 
3) chartered accountants, lawyers, bankers, and so on, to 
4 assist them in drawing up a point of view to consider | 
5 the effects on such companies of the present adminiatratig¢n 
6| of The Estate Tax Act. | 
7 The Committee held a number of meetings to | 
8) study the implications of the Act, and last year prepared 
9; a bief, which in essence, gentlemen, is the trief before 

10 this Commission, which was originally intended, and 

11 was presented to the Minister of National Revenue. 

12 A delegation of the Committee went to Ottawa last year, 


13|| were received very kindly by the Minister, and had a 


=| meeting with the Minister and officials of his staff 


13) engaged in the administration of The Estate Tax Act, 

i 
16. and the submission was made at that time. As a result 
7 of that meeting the Minister approved a request by the 
i Committee that a senior member of his staff be sent 
19! to Newfoundland to study at first hand the varicus 
20! economic factors which the Committee felt were vresent, 


21) and which we thought his Department should have direct 


23| As a result of this Mr. Gcodhue of the 
sel Estate Branch came to Newfoundland last autumn, and 
i 
25 spent about six weeks here, met with the Committee on 
26 a number of occasions, interviewed some 20 or 3C business 
a7 firms, and travelled very extensively throughout the 
28 Province. We felt that he made himself very familiar 


29 with the economic conditions as they prevail in 


a) Newfoundland, and we feel, and have reason ts believe, 


| 
| 
| 
| 
i 
| 
| 
2 and intimate knowledge of. | 
| 
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that the knowledge which Mr. Goodhue has obtained in 
this way, a very direct knowledge, will be of assistance 
to the Department in effecting a reasonable and fair 
evaluation when the estates involving ieee sku 
companies come before his Department for consideration, 
Now I am sure, Mr. Chairman, that yourself 
and your colleagues don't need me to re-emphasize the 
unique position which Newfoundland enjoys in Confederation. 
We are the newest Province of Canada. We came to 
Confederation, many people will say,90 years too late. 
We lagged behind the development of the rest of Canada. 
We didn't, as a small, self-governing @ominion, have the 
advantages of a large development policy, which has 
so much benefited therest of Canada. I am sure I 
need say very little in that regard so far as Mr. 
Perry is concerned, who has had occasion in the past 
to make a study of the economic situation of Newfoundland, 
and that Mr. Grant, as a representative of the Atlantic 
Provinces, 1s in the same situation. 
I would simply say that we feel that the 
economy of the Atlantic Provinces lagged behind the 
rest of Canada, and unfortunately the ecanomy of 
Newfoundland lags behind that of the Maritime Provinces. 
Newfoundland has very few secondary industries, and 
has to rely primarily on the export of its primary 
products. The economy therefore is much more 
vulnerable in Newfoundland than elsewhere in Canada, 


Recent reports by economists, prepared at the 


instigation of the federal and provincial governments 


1 
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confirmed that Newfoundland differs to a degree from the 
other provinces. 

Most businesses in Newfoundland are family- 
owned, and many of them are in corporate form. The 
shares of jhese companies, of course, are not listed 
on the exchanges, and by reasons of the difficulties 
inherent in the local economy these shares aren't easily 
disposed of. We realize that this varticular plight 
of family companies is not confined to Newfoundiand, 
but there again, while it is possible to attract American 
and Canadian buyers on the mainland, it is next to 
impossible to do so in this Province. 

I might just say at this point, Mr. Chairman 
and gentlemen, that we are not as a Committee, we do 


not deal with, and we didn't seek to apply our views 


ar SE Se a 


to the primary producing leaecin tied of this Province, 
with theexception of companies engaged as private 
companies in the fishing industry. By that I mean we 
are not concerned with the mining companies, the logging 
companies, which are in many, and most cases, owned 
elsewhere in Canada, or owned soca very largely. We 
do not deal with public utility companies. We do not 
deal with manufacturing companies, nor with companies 
that, by virtue of their particular endeavours in the 
economic field, are attractive to investment, either 
by other mainland interests, or by foreign interests. 


In that category I would put such things as local 


breweries, chains of supermarkets, and this type of 
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thing. We rather confine ourselves to what I might call 


what we have in Newfoundland to a large degree, privately- 
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owned companies, engaged primarily in the business of 
supplying. These are companies which deal in retail, 
and also to a large extent in wholesale supplying of 

consumer products, 

The economic history of Newfoundland shows 
that from time immemorial our people. have depended to 
a very large degree on the availability of credit. The 
fishing industry, for example, would never have 
survived in Newfoundland to the extent that it has if 
there had not been available a credit system whereby 
at the beginning cf the season the fisherman may be 
outfitted for the season, and at the end of the season, 
when his product was ready for selling, could then 
square off his accounts in that way. This credit was 
not available from what I might call normai credit 
sources, banks and loan companies. It feil to the 
local dealers, the merchants, to supply that credit, 
and this they did. Credit supplied initially by the 
local merchant in the town in which the fisherman for 
example lived, and farther back along the line, credit 
supplied by the wholesaler who had supplied credit to 
the ‘vetai ter: 

Those are the types of companies which have 
been in business in Newfoundland, many of them for 
several centunes, that this Committee is primarily 
concerned with. It is that type of business sities we 
felt is most likely to be affected by the imposition 


of estate taxes, 


Now, I would say Mr. Chairman and sentlemen, 


that there are very few changes in the lezislation that 
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we would recommend to your Commission. Our submission 
is really one dealing with the administration of the 

Act as it is presently on the statute books. Our main 
eoncern is the yardsticks, or the methods of measurement, 
or the methods of evaluation, which are used to value 
and set a price on the value of these shares in private 
companies. 

We feel that to impose, or rather to fail to 
take into recognition, the peculiar aspects of the 
economy cof Newfoundland, when such shares in these 
private companies of the type I have described are 
being made, to fail to take these factors into consider- 
ation wil? very definitely impose 4a very serious 
burden on the persons concerned, the estates concerned, 
and will have a serious and detrimental effect on the 
ability of these companies to continue to do business 
in Newfoundland. 

I think the day is long distant, far distant, 
when the economy of Newfoundiand will be such that 
it will not need that type of business in order to 
carry on its economy. There is still a need, even 
in cis ax? eid age, for the type of service that these 
companies have been providing in the economy of sour 
Province, and any imposition of taxation which would 
limit the abilities of companies of this sort ts 
continue to provide that service would, we feel, have 

very serious and harmful effects on the Province of 
Newfoundland. 
Now sir, our difficulty up to now has been 


what we can only describe as what we feel has oftan been 
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a lack of awareness, or lack of appreciation, on the part 


A of the federal Revenue Department in taking these 

| special er eee nee that prevaiLin Newfoundland into 
4| consideration when they are valuing businesses, or when 
5| they are valuing businesses or equity shares for either 
6| gift or death duty purposes, 

7| This is the basis upon which our brief has 


8 || been prepared for presentation to you. We are not 


9 concerned with the techniques of theestate tax. We 
10; are not concerned with the Act as it now exists. We 


11} are very much concerned, of course, with the administration 


12; of that Act. Mr. Chairman and gentlemen, you may not 
I 
iH 

13| feel that the interpretation, or the administration of 


14 the Act is a matter which comes within the scope of 

15 your authority. I would hope that that would not be 
16 your view, that you feel that this is very much a 

YF part of the task which you have undertaken in this 

18 regard, and I have with me this morning Mr. Robert 

19 Leith, chartered accountant, who is in fact the 

20|| Dean of that ancient and honourable profession in this 
21 Province. 


Mr. Leith is the senior practitioner, and 


he has a tremendous knowledge of the economy of 
Newfoundland, and has seen at first hand over a great 
number of years the effect of the taxation in various 
forms on this Province. Mr. Leith, I am sure, would be 
only too happy to answer any questions that you, 

Mr. Chairman, or your cdleagues, may have with regard 
tc our submission, and perhaps I have said enough to 


outline at the beginning the point that we are making, 
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and if perhaps it is your wish, sir, to ask questions, 
I am certain that Mr. Leith, who is our expert imthese 
matters, or myself to the best of my ability, would be 
only too happy to try and answer them for you sir. 

THE CHAIRMAN: Thank you Mr. Greene. I 
was told that I have probably overlooked what your 
relationship to this Committee may be. 

MR. GREENE: Actually, sir, my position at 
the moment is of counsel. 

THE CHAIRMAN: You are practising law, are 
you? 

MR. GREENE: Yes sir, that is so, yes. 

THE CHAIRMAN: You are concerned about privately- 
owned companies engaged primarily in the business of 
supplying. There would be 15 to 20 such companies, 


or are there many more? 


MR. GREENE: In the whole of Newfoundland sir? 


THE CHAIRMAN: Yes? 
19} MR, GREENE: I would say several thousand. 
Not all of them corporate bodies, many of them would 
be sole proprietorships, or partnerships. 
THE CHAIRMAN: You are directing your remarks 
to companies I think? 


MR. GREENE: Actually our primary concern, 


| 
| 
sir, is with companies because of the share factor involved, 
I would say at a guess -~ perhaps Mr. Leith is ina 

better position to give you an answer on this, but I 

would think that the number of companies that would fall 


within this category would certainly be in excess of 
five hundred. 
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MR. LEITH: It is somewhere pbe=cween three 


| and five perhaps. 
3 THE CHAIRMAN: Thank you, 
; MR. GRANT: Your remarks, Mr. Greene, would 
5 cover the valuation of a business, whether that business 
6 was represented by shares or whether it was a partnership 
7 MR, GREENE: That is true sir. Yes indeed, 
8| and it would therefore include sole proprietorships 
9| and partnerships, yes, aithough may I just say that from 
10 a practical point I would think that in this day and 
1 age there would be very few soie proprietorships, 
12) or small partnerships that would perhaps be affected 
13 by estate taxation. I think that at the most three- 


i4) quarters that would be affected would probably involve 


i share capital. 
16 | THE CHAIRMAN: Your brief is directed, I think, 
| to the unduly high value placed on shares? 
18 MR. GREENE: That is so. 
; THE CHAIRMAN: Has there been an increase, 
20 or a decrease, in ei number of supplying companies? 
21 You inform me*that there role is changing, and wiil 
22 in the future change. I suppose financing will arise 
23 by other means than the existing ones? Does that mean 
| 


24| that these companies are shrinking, @ merging, or 
t 

25 | what is happening to them? 

26 | MR. GREENE: Subject to Mr. Leith's views 


| on this, Mr.Chairman, I would say that in some cases 


| they are diversifying. They are going into other lines 
iil in order to round out their business dealings, and so 
30, 


on, but primarily I would say there have not been many 
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mergers of these companies. 

There again the family tradition is a strong 
one. You will find that these firms have passed on 
from generation to generation. Some firms that are re- 
presented » n this Committee have been in business in 
Newfoundland since the latter part of the 18th century 
for example, and there has been, and I don't want to 
sound too, put too high a value on this, but there has 
been this, I suggest, amongst these families, this 
tradition of service. They recognize that they have 
in the past and are continuing to play a vital role 
in continuing the economy of this Province. 

I am not. suggesting that they have stayed in 
business hundredsof years only tc help the people of 
Newfoundland, but they have been a maio»r factor in 
keeping the economy of Newfoundiand as stable as it 
has been. 

I wonder if I could ask Mr. Leith to elaborate 
on that particular aspect of the point you raised Mr. 
Chairman? 


MR. LEITH: Some of them have gone out because 


of the economic conditions, put these have been succeeded 


by others. I think I must say that the supply tusiness 
is not what it used to be. The volume or business now 
carried on in the supply business is not what is was 
15, 20, 25 years ago. 


THE CHAIRMAN: Many of these busiresses hae, 


as Mr. Greene has indicated, stayed in the. Same fami-ies, 


and I suppose some have been traded from one group ¢ 


another. -Is that not so? There must have bem some 
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transactions with the companies, 

MR. LETTH: Yes, the tendency is to keep them 
within the family circles, and I don't know whether there 
is a paraliel to it elsewhere, other than in iar 
but it is predeminmtly <he case here. 

THE CHAIRMAN: Wéla I think now we see more 
moving out of families that have gone down several 
generations, and the younger members of the families 
have developed other interests. 

MR. LEITH: This is true to some extent, yes. 

THE. CHAIRMAN: Amd the businesses there have 
to be sold or passed on to employees, or something 
like that? 

MR. LEITH: Yew. 

MR. GREENE: One of the points emphasized 
in the brief is that there is not: the same market 
in Newfoundland. There is not the same amount of 
capital available for the acquisition of these shares 
if and when they become available. There are a large 
number of persons in Newfoundland who are on paper 
at any rate very wealthy and substantial people, but 
they don't have liquid capital available to buy into, 
or take advantage of buying into, other companies and 
so on, and there 1s not the same attraction nere in 
Newfoundland in this type of company with which we 
are primarily concerned for outside investment. 

For example, I would say on the mainland of 
Canada we are regarded, as we are, being on the 
periphery of Canada, as being an unknown quantity to 


the vast majority of Canadians, I would say tnat the 


aS 
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o. L| average businessman investing in Canada wouic loc Ton 
2 investing inthis type of business in Newfoundiar. 
3 as very risky as compared to investing in Cntario, ; 
44 or even in Nova Scotia. There is not that incentive | 
5 to invest in Newfoundland. There is, I think, based | 
6| On our economic history, there is a greater risk involved 
7 in capital, and we do not in Newfoundland at this 


8 stage in our development have that type of capital 


| 
i 
9| available. 
| 
10 I believe we mention in our brief an ‘illustration 
11| of that, which I might cite to you, Mr. Chairman, and | 
12 gentlemen, Last year the Central sittarce ie Housing | 
13 Corporation put blocks of its mortgages on the open | 
14 market, and I believe that at one stage there were two | 
15 | or three blocks of Newfoundland mortsages put m the | 
16, market, and my understanding is that these weren'* sols 
" that there were no bids received fron Newfoundilanc, 
a and nome from the mainiand, mainly T think tecause tne 
19 | mainland capital didn't know eénouz: xut conditions 
20); in Newfoundland to know whether it was a zood investment, 
a and so far as Newfoundiand 1s concerned [ lon't “sink : 
22 the capital was available. | 
i 
23) I believe that what ultimately Centra, Mortza: 
24 and Housing did was to out some Newfoundilanc mortgazes 
25 in with mortgages of other provinces, and <ispose of 


26 them in that way. That, to my mind, is a good indication 


27 of what I might consider would be the view taken by 


28 mainland investors of the potential in Newfoundland, 


29 and secondly the availability, or otherwise, of capital 
30 
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661| in this Province. 

2 THE CHAIRMAN: Do you know of any businesses 

3 which have been disposed of because of sales forced 

4| upon them by the combined effects of succession duties 
5| and income taxes? 
6) : I don't want names. I just want to know if 
7 there were any instances of that? 
ey MR. LEITH: I don't know if I can think of 
9; any at the moment. In most cases they were wound up. 
10; As Mr. Greene was saying, a number of them date back for 
11 many, many years, and they have been held very tightly 
12; within family circles, but we have very clear cases 
13| of hardship having been brought about by valuation of 
14; equity shares. 


That is, of course, not so very old. That is 


so Gifficult as it nas become now. 


| 
16, only a matter of 14, 15 years. Before that it was not 

| 

| 

| Another feature there perhaps is that we 
19| came into Confederation in 1949, and very few of our older 
20]| citizens had thought cf such things as estate planning. 
They zot well up in years before Confederation came 
along, and it was too late for them to see the benefits 


at ‘af chen. 


mi Tnat is a factor that perhaps you might 


25|| consider. 

26 MR, PERRY: Mr. Leith, there was some sort 

27 of a death tax here, wasn't there, before Confederation? 
28 MR. LEITH: Yes there was. The question of 

29] the techniques of valuation weren't so involved in those 


years as they are now, 
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THE CHAIRMAN: You address your remarks 


to that precisely, the effects of valuation, I think, 


and the administrative practices, 


I didn't think the administrative practices 


f 


were very clearly defined, or laid down, and in fact 


a 


L nave seen some variation in these, 


and plenty of 
room for negotiation, and I was wondering if what you 


are proposing does not encourage the codification of 


such practices, with perhaps special consideration to 
Newfoundland, and I would have thought you might be 
better served by the continuation of the fluidity, the 
variety of present practices, where there is plenty 


of opportunity to look at local conditions with regard 


to a particular case, and to argue the merits of that 


ease in the light of what parti cular 


of business, or in its environment. 


MR. GREENE: = am sure we would 


your remarks, Mr. Chairman, in that regard. Certainly 


Sugsestion that 


in any way, because I think that to 


completely, as you suggest, just te 


of flexibility which is present at the moment, but I 
think there is some need 


to emphasize, and to do it 


publicly, the need for any mtters of this sort to take 
into cognizance -- there should be, 


administration, 


be part of the policy of the national Revenue Department 


in every case that special circumstances, and partic- 


ularly circumstances outside the particular company 


I think, reguiation 


at least to this extent, that it should 


i 


is 
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involved, circumstances of a provincial or regional 
nature, should cateeiniy be part and parcel of their 
valuation techniques. That these are factors which 
almost by force of law they are required to take into 
consideration. 

I am not suggesting for a moment that this 
has not been the practice up til-now. I think that the 
Department has to the extent of its knowledge at any 
rate done that, but we feel that there is need for 
an even greater understanding and awareness on the 
part of those who are charged with the administration 
of this Act to take those factors into consideration. 

I would say that the Department of Inland 
Revenue has shown great co-operation in sending one of 
their officials to study the conditions here at first 
hand. It is an illustration of the Department's desire 
to make itself as fully aware as possible of these 
local factors, but it is a point which can't be over- 
emphasized, because the imposition of taxation which 
would affect to any degree the ability of these 
companies to carry on is vital to the economy. 

THE CHAIRMAN: I am puzzled. You suggested 
the Department taking this into consideration, that 
it is aware of the circumstances in Newfoundland, and 
yet you suggest that they should take it into consider- 
ation even to a greater extent. 

Well, I would be inclined to think that the 
Department must be performing Satisfactorily on the 
one hand, or on the other hand it is not performing 


satisfactorily. Surely you must make the choice? 


4 
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MR. GREENE: I thought I had covered myself 
by saying that they are doing this to the extent of their 
knowledge and experience in dealing with Newfoundland 


affairs. I would say, without any criticism of the 


Department, that in many instances up to now the | 
people directly concerned have felt that they have not 
in fact given that degree of recognition to these 
needs and Poe tae that it was felt that these did 
deserve. I think there is, shall we put it this way, 
there is some degree of awareness by the Department, 
and some degree of recognition in taking these special 
points into consideration, We don't feel that there | 
is a sufficient awareness, nor do we feel that there 
is a sufficient taking into account of these factors. | 
MR. GRANT: May I just elaborate a little | 
on that Mr. Chairman, from some personal experience | 
in connection with estate matters? | 
Referring to the actual machinery which is | 
now in operation, your estate returns would te filed 
with your Divisional Office here? 


MR. GREENE: That is rignt. 


MR. GRANT: And would be supdject in the 


oD 
ry 
fu 
by 
9 
ct 


instance to an appraisal by the Department assessors, 


who are residents of St. Jonn's? 


MR. GREENE: That is correct.. 

MR. GRANT: And in some cases they would be 
natives of this City, I suppose. They, we would assume, 
would be cognizant of the very thing which you 
are emphasizing, of a differential in valuations. 


I know from my own experience that very often 
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these valuations are reviewed, and in fact they have 

to be reviewed, in Ottawa, and there is where valuations 
are sometimes chamcedil Your desire is that the 

ultimate valuation should be done by people who are 


at least cognizant of this situation. ‘Whether they 


| eed 


apoly it or not is a matter for appeal. 
MR, GREENE: Yes sir. 
MR. GRANT: But you are anxious to know 

that they are cognizant of this situation. I was 
wondering if the visit which you had from Mr. Goodhue, 
has it been long enough for it to have had any 
noticeable effect, perhaps not to your own personal 
knowledge, but have you or Mr, Leith heard that it has 
had the desired effect? 

hin. GREENE: Mr. Chairman, Mr. Grant, I would 
ask Mr. Leith to answer the latter part of your question 
at the end. May I just comment briefly on your first 
remarxs, and your assumption is correct as to the 
procedure which is followed. We find here though that 
the local officers charged with the administration of 
tné estate tax in this Province don't appear to have 
a@ great deal or discretim or authority. We find that 
practically everything has to be referred to Ottawa, 
and this we feel takes it out of the voersons with local 
cnowledzse, and puts it in tre hands of those who don't 
in every case seem to have an awareness of local 
conditions in the Frovince. 

MR. LEITH: I am not able to say céfinitely 
what tne result has been as showm by estates that have 


oeen administered since Mr. Goodhue was here, There 
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have been some suggestions, but I can't verify then, 
that they seem to have taken a little more reasonable 
view of conditions here than they had before, but I 
cannot substantiate that. 

THE CHAIRMAN: Do you know if there have been 
any appeals against valuations? Have any cases been 
taken to court? 

MR. LEITH: There have been no formal 
appeals, na&to my knowledge. I have not heard of any 
that have gone to the Appeal Board for instance. 

THE CHAIRMAN: Well, why not? It seems to 
me that if people are dissatisfied with valuations, 
that that is the right thing to do. I am looking at 
what the appeal procedure is. I am not very familiar 
with it, but I suspect it is the Exchequer Court. 

MR. LEITH: wWhik the cost of the Appeal Board 
is very siicht, it is a matter to be considered, and 
in nine cases out af ten they say we will settle for 
this higher sum, because we might not gain anything 
by litigation. 

MR, GRANT: Sometimes the difference in the 
assessments between what you nthe be and what 
it actually is in the smaller estates, that is estates 
of say a hundred thousand dollars, or somthing of that 
sort, that the difference amounts to three, four or 
five thousand dollars, which unfortunately, with the 
cost of litigation as it is today, can be uséd up, 
provided that the government say you are successful 
in the Exchequer Court, there is a further appeal to 


the Supreme Court, I suppose, and the taxpayer could be 
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caught right in that. 

THE CHAIRMAN: Well, I would have thought that 
these people have gone to the expense and trouble 
or preparing a submission of this kind, and iad gone 
to a lot of trouble in going to Ottawa and so on, that 
the amounts must have been significant, and if the 
amounts are significant there sHould have been an appeal, 
and it would be brought out in the light, and properly 
adjudicated, so that all might see and lear, 

MR. GREENE: One reason may be that we are 
young in Confederation. There have not been a great 
many deaths,or estates involving too many of these 
companies. Now, as it has happened within the last 
tw or three months, there have been two @ three to 
my knowledge debts involving some of the larger companies 
that are within the ambit of this brief, and it may 
well be that we will have that sort of test case that 
you suggest, sir, but there again of course no one’ wants 
to -- I think the Franch have a saying that a bad 
settlerent is better than a good lawsuit any day. 
However, I think that it might well be that litigation 
on this matter is something that is taken as a final 
rescrt, . and it may be that in the past the results 
have not been such as to justify the resort to 
litigation, but Ehis should be a practice easily 
established that would make it unnecessary to go to 
litigation, or to go to appeal. 

I don't know if you would wish Mr. Leith 
to say a few words on the mo technical aspects of 


That is the actual technique of valuation, and the variou 
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methods used, and so on. 

THE CHAIRMAN: Well, if Mr. Leith would care 
to we would be very glad to hear from him. I think we 
are reasonably familiar with the methods of valuation. 

MR. GREENE: I appreciate that, Mr. Chairman. 
I meant these techniques as they relate to these 
Newfoundland companies, and as they affect the final 
determination. 

MR. LEITH: It is the capitalization factor 
which worries us a good@al. They have been too 
low from our standpoint. In other words, we suggest 
to them that if you think that the rate should be around 
10 per cent of earnings on the mainland, that factor 
should not be used in Newfoundland. You might add 
50 per cent to it, and call it 15. That is merely 
an illustration of where we stand. We have in fact 
said to Mr. Goodhue that in our view any rate that you 
might choose, if it is ten it should be fifteen, If it 
is 20 it should be 30, and so on. That is roughly 
the situation. 

Thinking back over a number of years, companies 
almost invariably had their share, and their nominations 
of a hundred dollars each, and it was common knowledge 
in Newfoundland thatany company's shares would not be 
worth more than par unless they were continually paying 
a 10 per cent dividend. 

THE CHAIRMAN: That is interesting. 

MR, LEITH: That is not far removed fron the 
situation today. 


MR, GRANT: Earnings weren't so much the 
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factor as the dividend. 

MR. LEITH: Quite so. 

THE CHAIRMAN: I think you made your point 
very well when you tell us that there is not 2 market 
for these shares, and that there just isn't sufficient 
capital to pick them up as they become available, 
and therefore they are going to be sold for a lower 
price. I am not sure that this submission to us is 
going to be varticularly useful. I don't know what 
we can do in this regard, if anything, but certainly 
we will continue to study the points brought out. 

I don't think we have any further questions. 


MR. LEITH: There is one point, Mr. Chairman, 


}+: 
a) 
WH 
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THE CHAIRMAN: Yes please Mr. Leith. 

Mik, LEITH: We endorse what was said in 
the former brief, the Board of Trade brief, about 
Section 28, a minority shareholder being deemed to be 
inecontrol., Theat bears very tedvaty in Newfoundland 
because of the presence of so many family corporations, 
and we have seen distinct hardships brought about. 

We would strongly recommend that Section 28 
ove removed, 

MR. GRANT: . Or that the minority shareholder 
should be,rather than have his shares valued at the 
same value as the person who controls the mice that 
there mignt be a differential based on percentage-wise, 
they would be valued at some lesser amount, based on 
-- there would have to be some yardstick, of course, 


MR, LEITH: That may be so. My own thought 
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was that they would fall into the normal catesory. 
If they were minority interests small enough, it would 
be on @ dividend basis. If they were approaching the 
halfway mark, they might be based on the earnings »asis, 
with a somewhat higher factor than that on the mainland. 

I have seen cases where that operated, where 
Ottawa have set a rate. I am thinking now in relation 
to a minority shareholder resident in the U.K. The 
U.K. wrote to Ottawa to find out what would be about 
a fair return for this particular share which was 
operating in Newfoundl2nd, and they said six per cent. 
A relative of this resident of the U.K. came to me and 
said what do you think about that? And I said no, 
I think that is too light. I think it woutd.be nearer 
10, and the economic situation was explained to Somerset 
House, and the end result was that they agreed to ten 
per cent, rather than six. 

MR. GRANT: Well, I understand that there is a 
differentiai applied now. I am advised that if there 
is an estate say in the Province of Nova Scotia the 
same yardstick that would be used in Ontario is 
not necessarily being applied. 

THE CHAIRMAN: Thank you very much indeed, 
We seem to get your point, gentlemen. We are giad to 
have this information, Net only have you told us about 
the particular problem, but you have told us a little 
more about this part of the world am its economy. {It 
is useful to us, and very helpful indeed. We are glad 
to see you. 


MR. GREENE: Thank you Mr. Chairman.on behalf 
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of the Committee. We are very grateful to you and 

your mlleagues for your kind audience this morning, 
and we trust that the balance of your hearings will 
be enjoyab_e. 

THE SECRETARY: I have two further items of 
business, Mr. Chairman, two briefs to be entered into 
the record. 

One is from Lieutenant Colonel E.A. Olmsted. 
This brief was sent to our office in Ottawa and received 
on June the 18th. This is the first nadaerand eerie 
have had to enter it into the record, which I do so now 


as Exhibit No. 105. 


---EXHIBIT NO, 105: Brief submitted by Lieutenant 
Colonel E.A. Olmsted. 


THE SECRETARY: Next is a brief received on 
fusiet ist from Mr. Donald Huggett, of Montreal. As 
I understand it, Mr. Chairman, he may be appearing later, 
but nevertheless I wish to enter this into the record 


as Exhibit No. 106 at this point. 


---EXHIBIT NO. 106: Brief submitted by Mr. Donald 
. Huggett. 


THE SECRETARY: That is all Mr. Chairman. 
THE CHAILRMAN: We stand over until tomorrow 


morning at 9:30 in Halifax. 


---ADJOURNED. 
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2158 
ae inecn: <4 sonaegatotne giles dr Halifax, Nova Scotia, 
; Thursday, 
August 8th, 1963. 
---Upon commencing at 9.30 a.m. 

THE CHAIRMAN: Mr. Secretary, it is now 9.30. 
We might come to order, I think, and proceed with our 
business. 

Have you anything for us before the hearing. 

THE SECRETARY: I have Mr. Chairman. We have 
a number of briefs this morning. Some people are present. 
Other briefs will be read into the record, and it gives 
me great pleasure, Mr. Chairman, in this rather historic 
chamber and most comfortable surroundings which have been 
provided tofoy the Government of Nova Scotia, to enter 
first intemene record a brief presented by the Retired 
Canadian Railway Employees Association. 

This is a brief submitted by the Association 
in February of this year, and it will be spoken to by Mr. 
Walter Lyon, Secretary-Treasurer, who has with him Mr. 
Caldwell, the President, and Mr. Carpenter, the Grand 
Auditor. 

I now enter. the brief of the Retired Canadian 


Railway Employees Association into the records as Exhibit 


WOU. Dees 


-~-EXHIBIT NO. 107: Brief submitted by the Retired 
Canadian Railway Employees Assoc- 
tation. 


SUBMISSION OF THE RETIRED 
CANADIAN RAILWAY EMPLOYEES 
ASSOCIATION 


Appearances: J. Walter Lyon, P.W. Caldwell, 
U.W. Carpenter. 
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THE CHAIRMAN: Before we proceed I would like 


fa 


9; to say how grateful we are to be in Halifax, and graterul 


| 

| 

| 
to you Mr. Premier for this beautiful hall and comfortate | 
| 
surroundings. We have not been so comfortable before, [I | 
| 

| 


might say, and thank you very much indeed. 


ra] 


Mr. Lyon, we have read your submission. If you 
would care to speak to it we would be very glad to hear 
from you, and in fact we would be delighted for you to do 


so, ‘and summarize’:it; bug not.to, read..it., That is not 


necessary. We have a few questions to put to you and you 


ii don't need to stand if you don't wish to do so. 

12 

13 MR, LYON: Yes Mr, Chairman. You don't wish 
14) me to read the brief? 

15 THE CHAIRMAN: No, you don't need to do that. 
16 MR, LYON: Well, I have a supplementary brief 


17) here that I would like to present to the Commission. 


t 

| 

| 

Would you care to speak to us Mr. Lyon? 
| 

| 

i 

| 

| 

| 

{ 

18] Perhaps I had better read that one? 
| 

| 

i 

| 


29| iation Inec., to have pension allowances in 


30 | . Canada exempt from Taxation. 


19 THE CHAIRMAN: Is that the one dated January 

. the 28th? 

1 MR, LYON: No, this is a later one. 

22) THE SECRETARY: This will be Exhibit No. 108. 

23 | | 

ag! -~-EXHIBIT NO, 108: Supplementary Brief submitted by she | 
Retired Canadian Railway Employees 

25 Association. 

26 : 

27 MR. LYON: "In further support of the action | 

ot taken by the Retired Railway Smployees Assoc- 


| 
| 
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In our brief filed with the Secretary 
of your Hoi risb Ye Board under date of January 
28, 1963, we referred to bill C-78, which was 
discussed in the House of Commons November ie 
1962, in which case the bill did not provide 
any relief from taxation for those who are 
retired from actiye service and depending on 
their monthly pension allowance for a living. 

We are unable to state as to whether or 
not the above cited bill pacuae law before the 
Government changed over. However, as was state 
the fact remains that it contained no relief 
for those retired from active Railway Service. 

It is our position that pension allowances 
should never be classed as income, as the 
amounts received are not sufficiently large 
enough to be classed as such and furthermore a 
pension after retirement is only a means whereb 
one may secure the necessities of life, this 
holds true in regard to pensions received under 
the Railroad Retirement act, in effect in the 
United States of America. 

The law provides under section twelve of 
the Railroad Retirement Act, "Not withstanding 
any other law of the United States, territory, 
or District of Columbia. no annuity or pension | 
payment shall be assignable or be subject to 
any tax or to garnishment, attachment, or other 
legal process under any circumstances whatso- 


ever, nor shall the payment thereof be antic- 


a 
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| 

| 

| 

| 

| 

ipated." | 
It may be said that we cannot set up a | 


26|| almost 30,000 members across Canada. Retired I mean, 


27| retired members. 


3 comparison with the laws in the United States, 
a nevertheless, we feel that it is worth. a 
5 study as it is considered to be a fair and just 
6 law for those who have been retired from active 
7 service and obliged to live on a retiring 
8 allowance. 
9 Further, we feel that there are various 
10 ways in which the Government of Canada could 
li] assist those who are retired and faced with 
12 the high costs of living, for instance, a 
13 greater amount of exemption could be allowed 
14) pefore taxes, which would be a means cf easing 
i5 the burden imposed by the high cost of living 
16 with which we are faced. | 
17 In conclusion, we trust that your 
18 Honorable Board will give every consideration 
19 te our most sincere request. Thanking you.” 
20 THE CHAIRMAN: Thank you very much Mr. Lyon. 
21 | Tell us a little bit about your organization wiil you? 
22| You represent the Retired Railway Emplicvees Association, 
’ 23) which must have avery large number of members across 
24| Canada. 
25} MR, LYON: Yes. I would say we would have | 


28 MR, CALDWELL: The Association operates in 
29] ali ten Provinces. 


it THE CHAIRMAN: You have branches in each 
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Province, with a Secretariat, and an Organization. 

MR, CALDWELL: An Organization. 

THE CHAIRMAN: In each Province? 

MR, CALDWELL: The headquarters is at Moncton, 
New Brunswick, which we call the Grand Headquarters. 

THE CHAIRMAN: Your representation asks for 
various considerations for pensioned people. Paragraph 
four I think is the one we are really concerned with, 
which relates to tax exemption. 

Now, I have never fully understood why a 
retired person with the same income as a working person 
should not pay about the same taxes. Does a retired 
person have more expenses? My own experience of that, 
which I can only judge by my own parents, was that they 
didn't have more expenses when they retired. Why should 
a retired person seek greater income tax exemption than 
a person employed? I don't think the point is made here. 
With the same income I am speaking of. 

MR, CARPENTER: Mr. Chairman, and Honorable 
Members of the Board: I don't think there are any retired 
employees who receive the same amount of remuneration as 
those who are working. | 

THE CHAIRMAN: But this is a tax exemption you 
are speaking of. You are not asking for a subsidy? 

MR, CARPENTER: Surely we are asking to be 
exempt from taxation on our pension allowance. We are 
not asking to be exempt from all taxation. On our 
pension allowance, and we are not only faced with that. 
We are faced with what is called the hidden tax and we 


feel that pension allowances should not be classed as 


cs 


(een, Ree” 3 


6 


10 


, 
t 
% 
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income, and as we refer there to the laws in the United 
States, they feel the same way, and they are exempt from 
taxes on their pension, Railroad Retirement Allowance, 
and we feel the same way about it, and we were hopeful 
that we would get some nsideration through your Honor- 
able Board. 

THE CHAIRMAN: Thank you very much indeed. 


° 


You still leave me with the same question in my mind, and 


| 
| 
| 
| 
| 
| 
| 
| 
{ 
| 
| 
I have regard to a person who say is retired, and has an | 
| 
income of $3,000.00, including his pension in the $3,000.¢ PF 
and a person witn the same dependents who is not retired, | 
and has a salary of $3,000.00, and I do not understand 
why the man who is retired should expect to pay less taxes 
than the man who is not. It seems to me, generally 
sveaking, that pensioned people have less in the way 
expenses than do people who aren't pensioned. 


Now, I may be corrected about that. That 


why I ask the question. Can you make your case? 


MR, CARPENTER: Weil, I haven't found it so | 
sir, and I think that our claim is a just one, and we are 
subject to just as much expense as the llow who is work- : 
ing. i 
THE CHAIRMAN: Your claim seems to be based on | 
the fact, I think, that you are subject to more expense, 
not just as much. If you have just as much, surely you 
Should have the same tax rate? 

MR, CARPENTER: Well, we don't look at it that 

if 

way, and/it is considered fair for these boys retired on 


the other side of the line, surely it is fair for the 


employees retired in this country. 
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THE CHAIRMAN: That is your case? Thank you 
very much. 

MR. PERRY: Do the witnesses understand the 
basic theory behind the treatment of pensions in Canada? 
Generally it is that because the amounts contributed into 
the plan during the working years aren't taxed, in effect 


they are allowed as a deduction to~the employees. 


MR, CARPENTER: Yes, we understand that, but--- 


MR. PERRY: But, nevertheless they are taxed 
after receipt, and I just want to go on and say that the 
American situation is just the opposite. They don't get 
this concession during the working years, therefore the 
pension is not taxed. It is almost that these are alter- 
nate systems. You can have one or the other, but I don't 
think you can have both. 


MR. CARPENTER: The exemption from the amount 


contributed to the pension plan has not been in effect too 


long. 

MR. PERRY: Since the middle ‘40s. 

MR, CARPENTER: Yes, and these pensions, some 
of them have been in effect since 1907, and the allowance 
on the Canadian National Pension became effective on 
January the first 1955. So there was, somewhere between 
1945 and--- 

MR. PERRY: Yes, there was a changeover in 
what they called the 501 plans, and I think the Railway 
were part of this plan, but wouldn't it be true before 
this that they were not contributory vlans? That the 
employee was mt putting in anything, and the employer was 


contributing it all. 


| 
| 


| 

‘ 

{ 
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1 MR. CARPENTER: No, they were always contribu- 
Peeory . 


| 

3 MR, PERRY: 1% a good many of the pension | 
4] plans were non-contributory. | 
5 MP CARPENTER: In most of them the employees 

6| contributed one haif per cent of their earnings and the : 

7| Canadian National Pension, it was optional up to two or | 

8] three years ago, and they made it compulsory. 

9 MR, PERRY: Well, you do realize that there | 
10) are principles of taxation involved here. I read your 

411i] last remarks as indicating that you don't think they work 
12] out quite fairly in your case? 

13 MR, CARPENTER: That is right. 

14 MR. PERRY: Because of the long period that 


mt your contributions were allowed as a deduction? 


16 MR. CARPENTER: That is right. 


17 MR, PERRY: But I don't think it can be sae 
18] that these are unfair principles in themseives. I think 

19] most taxpayers would find it to their greater advantage | 
20} to deduct their contribution during their working years, 
21: and have the pension taxable. 


22) MR, CARPENTER: Well, you don't have the amount 


23} to live on that you had when you were working, and your | 
24) exemptions are not any greater, and the man who is earning 
25} six or seven thousand dollars, six or seven hundred dcl ent 
26) s month, getting the same exemptions as you. 

27 | THE CHAIRMAN: The law provides five hundred 

28{ dollars I think at the age of 65. 

29 MR, CARPENTER: Well, what can you do with 


Five hundred dollars today? 
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THE CHAIRMAN: Well, it is some degree of 
HeLaet 

MR. CARPENTER: It is a measure, but not 
sufficient. 

MR. GRANT: Would it be a fair measure of your 
case to say that you are arguing on behalf of a pensioner? 

MR. CARPENTER: That is-right. 

MR, GRANT: Whose income has dropped as a re- 
sult of taking his pension? 

MR, CARPENTER: Yes. 

MR. GRANT: And that his standard of living, 
you feel, has to suffer on account of the fact that he 


t 


n't as much money coming in, and therefore that some 


— 
ray) 
n 


ry 


elief could be given to that person if he were given 
some tax concession? 

MR, CARPENTER: That is right. That is right, 
because you haven't got the means to secure the necess= 


ities of life that you are entitled to on a pension 


MR, GRANT: You feel that if it is a pension 
it its his sole source of income after retirement, that he 
can't maintain the same standard of living to which he 


nas become accustomed? 


MR. LYON: He certainly can't. 
MR. PERRY: I don't want to be callous about 
this, but how about a person at the age of 40, who finds 


that his itncome is cut in half? This may happen to him 


m 


£ @ time when his family responsibilities are*extremely 


heavy. He might have almost as good an argument for 


omm-ee 
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2 MR, LYON: Well, when a man becomes 65 it is 
3 impossible to get any work. If you try to get a jab 

4] anywhere, why you just may as well stay home as far as 
§| looking around for work. They just don't want you. a 
6| man at ho, why he can go out and get a fob anywhere. They 
7 will take him in a minute, but when he gets to be ©5 you 

gi don't have that opportunity. You just may as well forget 

gj it. They just don't want you. 
10 MR, PERRY: I suppose the fact that the old age 


11] oension is taxable makes guite a difference in most cases? 


' 


12 WR. CALDVELL: That is right. 


13 MR. PERRY: This is now twelve, thirteen | 
| 
14 hundred dollars a year for a man and his wife together? 
| 
15 MR. CARPENTER: Yes, you are taxed on that the | 
ALES | 
16 same as your otner waxes. 
t 
| 
17 MR, PERRY:..I think this specific proposal, | 
18 ir. Chairman, is that the exemption be made seven shousand| 
19| dollars I believe. Is that still the suggestion shat you | 
270) advance? 
21 MR. CARPENTER: jell. that was--- 
{ 
22! MR. PERRY: The one thac was in tne corief? 
i 
23 MR. LYON: The first brief | 
| 
| | 
24 MR. PERRY: The first brief, yes 
o | 
: + 7 ; | 
25 MR. LYON: Well, that is a little hish | 
a MR. PERRY: It comes at the end of the First 
971 vceragraph on page 2 of your first brief 


THE CHAIRMAN: Giving at least an exemption 
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MR, PERRY: I think this is the only specific 
proposal that is put forward, apart from a general request 
for a higher exemption, or easier treatment of pensions. 

It struck me personally that this is a fairly 
high exemption. 

MR. CARPENTER: Seven thousand dollars. 

MR. PERRY: Seven thousand dollars, yes. 

MR. CARPENTER: Yes, that is far more than the 
pension we get. 

THE CHAIRMAN: I imagine there would be very 
few pensioners who would be taxable at all under that. 

MR, LYON: That is right. 

THE CHAIRMAN: Well, it seems to me that that 
is what we had, and that your request was tantamount to 
saying that pensioners should not be taxed. That seems 
to me not to be correct, that pensioners ought to bear 
their share of the cost of Government, as well as other 
people, but comparatively. 

MR, CARPENTER: Well, we are increasing an 
extra burcen on them by taxing their pension allowance, 
and as I said before, the pensions aren't great enough 
20 secure to live on the standard of life that you have 
always been used to living at, and they are still contin- 
uing to go, so we don't know where we are, 

THE CHAIRMAN: We nave no more questions Mr. 
Lyon. If you have anything further you would like to 
put to us, by all means do so. 

MR. CALDWELL: The only thing, Mr. Chairman, 

I might say that with the Railway rules today, you see, 


our former Constitution said that the Railwaymen could 


2 


3 
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| 
{ 
| 
{ 
| 
Work until 70 years of age. Well, when the Intercticnial | 
Railway absorbed into the other Railways, they set the age| 
limit at 65. We were forced out at 65. | 
Well now, you take yourself. 2 man in good | 
health, with Railway experience. He is the best at 65 
today as he was when he was 40, and he has five good years! 
that he could work if he was in good health. Now, I have 
been in retirement for five years, and the man who took 
my piace is getting just twice the salary I was getting 
when I retired. Then, from the age of 65 to 70 there was 
just the retirement allowance to be dependent upon. Old 
Age Security came in at age 70, you and your wife both 


over 7O. Then that loaded on you an increased burden of 


tax. Whereas today I am exempt for a. thousand dollars, my 


| 
wife is exempt for a thousand dollars, and being over 65 | 
that is 500. There is $2,500.00. Well, with the pension 
allowance and the old age allowance for the both of us. 
brings down our deductions to $500.00, and that is all we 
get. Instead of $2,500.00 it is about $500 CO. | 

So that is why I feel today that the pensioner | 
Should te given e little consideration, because if we were 
allowed to work till 70 I don't think we would be here 
presenting this brief today, because we would be in the 
higher brackets that come in for salary allowances. 

You must remember that in the last eight years 
Salary has tripled, and this is just a little note that 
I added to the brief: 

"Due to the high cost of living, the present 

pension is only worth about 50% of what it was 


ten or fifteen vears aco. 
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The dollar has been devalued, the cost of 


living increasing daily. If pensions could be 


3 based on the cost of living it would-be a 

4 benefit. The direct tax could be eliminated 
5| from our pay cheques. A greater amount of 

6 exemption could be allowed before taxes. An 
7 old age pension on a sliding scale at age 65. 
8 An increase in the present pension. Is it 


lawful to deduct direct tax from pension cheque 

Many pensioners are obliged te work after 

retirement as the pension is not large enough 

to cover their living expenses. Many pension- 

ers are unable to work, due to physical dis- 

pie IG & ty eg 

Now, between the ages of 65 and 70 today a lot 
of our pensioners are going out to work, and a lot of 
firms will take them on due to their experience. Therefor 
those men are simply taking a job from one of the unem- 
ployed. 

THE CHAIRMAN: Thank you very much. Let me 
say that I and my fellow Commissioners are undoubtedly 
sympathetic to the situation of pensioners, particularly 


those who retired some years ago and have got caught with 


the diminishing value of the dollar. 

As a matter of fact I employ three pensioners 
myself, who are messengers in my office. One celebrated 
his 15th anniversary with me last week, starting at, I 
would say, 70, which would make him 85, and he is a very 
useful man. 


We must by virtue of this job keep our minds 


4 


e 
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on taxation, and we are greatly concerned as to any sugg- 


pre Reopen ers ra Shire A! 


estions of shifting the weight of taxation from one group 


of the community to another group. It may be that pension 
ers have a good case for exemptions, and people that 
aren't pensioners should bear some of those taxes now on 
the shoulders of pensioners, but I want to make it clear 
that relief from taxation doesn't come out of the air. It 
comes from shifting the burden from one group of people 

to another. 

We will certainly consider what you have put 
before us, and should we come to the conclusion that the 
pensioners are bearing more than their fair share of the 
burden of the country we will put that forward in our 
Report, but I have not any idea what our conclusion will 
be. 

We are very grateful to you for putting your 
points to us so very clearly, and so weli today, and we 
will continue to consider what you have said to us. 


Thank you very much indeed. . 


91) from the Halifax Board of Trade are in the room. I am 
22) very pleased to greet you. May I introduce myself? I 


Mr. Grant tells me that Mr. Zive and Mr. Ross 
23; am Kenneth Carter. which are you? 


24 MR. ZIVE: I am Manuel Zive, and this is Mr. 
25} Ross. 

26 THE CHAIRMAN: How do you do, Mr. Zive and Mr 
27 | Ross? 

28 MR. ZIVE: And may I say, Mr. Chairman, that 


29, on behaif of the Halifax Board of Trade we welcome you 


fo this historic citv. Mr. Bennett has already made 


ie M 


bd 
_ 
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reference to this historic room. May I say that just down 
the hall to your ed oe we have a very historic room assoc- 
iated with the freedom of the press. I don't think we 

can say we have freedom of taxation in this room, but 
anything you can do to alleviate it will be appreciated, 
and if you need any help, Mr. Ross is at the Board's 
erlice. 

THE CHAIRMAN: Thank you very much Mr. Zive. 

We need all the help we can get, I can tell you, and we 
will keep on doing our best to alleviate taxation. 

MR. ZIVE:. Tam sure. you will ein, 

THE SECRETARY: Mr. Chairman, at this time we 
have a brief before the Commission from the City of Sydney 
Nova Scotia. Unfortunately, His Worship, Mayor Urquhart, 
who was to be present to present the brief, is unable to 
be here this morning, but Mr. Denes Sandford, the 
Clerk-Treasurer of the City, is here. He will speak to 


the brief and at the same time he will speak to a brief 


I would like to enter into the records as 
Exhibit No. 109 the brief of the City of Sydney, Nova 
Scotia, and also I would like to enter into the record, 
2s Exhibit No. 110, the brief of Mr. Lawrence Sandford, 


who is the Clerk-Treasurer o1 the City of Sydney, Nova 


---EXHIBIT NO.10°0:; Brief submitted by the City of Sydney, 
Nova Scotia. 


---</HIBIT No.110: Brief submitted by Mr. Lawrence 
Sandford, City Clerk-Treasurer, Sydney 
Nova Scotia. 
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SUBMISSIONS OF THE CITY OF SYDNEY, 

NOVA SCOTIA and MR. LAWRENCE SANDFORD, 

CITY CLERK-TREASURER, SYDNEY, NOVA 
SCOTIA 


: 

$ 

: 
4] Appearances: Mr. Lawrence Sandford. 
THE CHAIRMAN: Good morning Mr. Sandford. 
MR. SANDFORD: Good morning. 

THE CHAIRMAN: We have a lot of paper before 

us as the result of your technique of presenting two bri 
at one time. Can we keep our eyes on one, and then on the 
other? 

MR. SANDFORD: By all means sir. If we keep 
our eyes on the brief of the City of Sydney-- my other 
brief is only background information pertaining to the 
City of Sydney brief. 

THE CHAIRMAN: Thank you. Would you care to 
speak to the two of them, if you wish? Whatever you like. 


Summarizing them, or amplifying them. We have read this 


we would like to hear anything you might like to say. 

MR. SANDFORD: Yes Mr. Chairman end Members of 
the Commission: It is a pleasure and an honor to present 
to you this morning some observations on the submission 
of the City Council of the City of Sydney. 

The submission as you know deals with the 
impact of Federal Taxaticn on Municipal Government in 
Canada. 

I am sure that we will all agree that the 
healthy growth and development of our cities, towns and 


{ 
submission, and we will have a few questions for you, but 
rural municipalities is of considerable importance to us. 
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2] to some extent chentares of our environment, it is natural 
3|| that we should be interested in making our communities as 
4] pleasant, clean, secure, convenient and civilized as 

5 possible. 

6 To this end we have all freely accepted the 

7| principle that city, town and rural councils should have 
8| responsibility for providing many needed local services 

9] and should at the same time have revenue raising powers 
10 adequate to meet those needs. 

11 It is the submission of the City Council of 

12) the City of Sydney that local councils today are being 

13] called upon to provide services which cannot, or cannot . 
14] all, be provided adequately from the revenue sources at 
15] their disposal. 


16 It is our further contention that this serious 


17|| problem cannot be resolved by the Municipalities themselve 


18) or by the Municipalities in co-operation with their 

19| Provincial Governments. 

20 The real solution, and in our view the only 

21) practical and equitable solution, lies in a combined 
Federal-Provincial-Municipal attack on the problem. This 


can be undertaken, we suggest, without any Federal in- 


fringement of the rights of Provincial Governments in the 
Municipal field. 

Taking all Municipalities urban and rural 
together, their total revenues and their total expendi- 
tures in the year 1960 were $1.9 billion dollars. 

Of this figure almost two-thirds, that is 


$1.2 billion dollars was derived from the taxation of 
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Most local services benefit real property 
directly or indirectly. It is therefore, equitable that ¢ 
such services should be paid for by the property-owner 
according to the value of his property. The greater the 
value the greater the benefit. Services such as police 
and fire protection, public works, sanitation and waste 
removal, street lighting, parks and playgrounds, spring | 
to mind in this respect. But what about education? 

While it is perhaps true that modern well-built schools 
in a community have some effect on property values, can 
it really be argued that educational standards have much 
if any impact on property or the property-owner as such? 

Is it, in short, equitable that the cost of 
elementary and secondary education in Canada should be 
borne iargely by citizens in proportion to the value of 
their property? 

We think not. _ 

The question would perhaps be an academic one 
if education were only a small cost item in the local 
tax bill... But it isn't... It is as. large as, or slightly 
larger than, all the other items added together. 

In the year 19600, elementary and secondary 


education in Canada cest $1,120 million. Of this sun, 


25) $6C7 million was borne by local property taxpayers. 
26 Total property taxes in the same year were 
27) $1,200 dcllars. 


28 On average therefore, one half or slightly 


29} more than one half of property tax bills across Canada 


are for education purpeses. And year by year, education 
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What has been the result? 

First, property taxes have risen ata faster 
rate than average earnings. 

In Nova Scotia in 1961, average wages and sal- 
aries were 2.1 times the 1946 level. Property taxes were 
2.8 times the 1946 level. Educatton costs included in the 
1961 tax bills were 3.6 times the 1946 level. All other 
local services were 2.3 times the 1946 level. | Bas? 
property taxes are rising faster than incomes because of 
education costs. 

Second, because of the rapidly rising costs of 
education, local councils have had to restrict other need- 
ed services and consequently have had to slow down the 
heaithy growth and development of their communities. The 
alternative would be to raise property taxes to levels 
which would impose -sertous hardships on most home-owners 
and on many commercial and industrial enterprises. 

Third, and possibly most important, education 
itself has not been getting a fair deal. The poorer 
communities, the poorer provinces simply have not been 
able to find the money to provide the needed facilities. 
The inevitable result is a patchwork of varying educat- 
ional standards across our nation. 

In Prince Edward Island 1.2% of elementary 
school teachers are University graduates. } 

In British Columbia the figure is 17.94. 

In Prince Edward Island 39% of secondary 
school teachers are University graduates. 


In British Columbia the figure is 72%. 
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In Prince Edward Island the average cost of 


educating one pupil in an elementary or secondary school 


is $131. 
In British Columbia it is $345. 
Elementary school teachers in Prince Edward 
Island received an average salary of $2,636. in 1961. The 
British Columbia figure was $4,752. 
Secondary school teachers averaged $3,609. in 
P.E.L. and $6,496. in B.C. 
These are Canadian Tax Fourdetter fisures 
The Foundation says, and I quote: 
"The evidence is strong that local and even 
deovincial ability to pay must be a deciding 
factor in the level of education prévailing 
within a province". 
Thésé, very briefly, are the drawbacks of 
our present system of education financing. 
Is there a practical solution? 
The City of Sydney suggests that there is. 
Some $300 million of the $1120 million expended 


~ 


on elementary and secondary education in 1950 -- that is 


a little over one quarter of the total -- represented 
the cost of vroviding and maintaining school buildings 
and grounds. Since this is precisely the kind of activity 
which can best be done, and is in fact being done, at the 
local level and since property does benefit from it to 
some extent, we see no cbjection to all or most of this 
cost being borne locally by the property tax-paver. 

1 


The balance cf the cost, that is the $820 mill- 


ion for teachers! salaries, textbooks etc., we consider 
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should be borne at the provincial and federal level. 

We are not asking the Federal Government 
suddenly to produce half a billion dollars or more out of 
the hat. We do suggest though that, because education is 
a matter of national concern and because some Provinces 
clearly do not have the same revenue resources as others, 
the Federal Government should, as a matter of urgency, 
make a beginning by channelling monies to Provincial 
Governments on AN ABILITY-TO-PAY-BASIS for education 
purposes. 

This can be done either by way of a specific 
education grant -- or, if that is objected to -- by in- 
creasing the present Federal Tax equalization payments 
to Provinces in a manner which will recognize each 
Province's educational needs and revenue resources. 

If you would like a figure may I suggest 
$100 million in 1964 with appropriate upward adjustments 
according to needs in future years. 

With your permission Mr. Chairman, I will now 
refer very briefly to the City of Sydney's second and 
third proposals and the reasoning behind them. 

We suggest that the home-owner be permitted to 
claim all, or a substantial proportion, of his property 
taxes and his mortgage interest as deductton . for Federal 
income tax purposes. We suggest further that the result- 
ing loss to Federal revenues be made good by an adjust- 
ment in income tax rates. 

I have made some very approximate calculations 
from which it would appear that the total tax savings 


to home-owners would possibly be $150 millions in each 


taxable incomes would pay less than at present. 
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case, that is $300 million in total. 
The same home-owners together with all other 
Federal income tax payers would of coursehave *o vay 


income tax at a higher rate to make good the loss to the 


| 
t 
j 
! 
i 
| 
{ 
1 
| 
1 
i 
| 
Federal Government. | 
t 
2 > > t 
The over-all result would be a redistribution | 
of the income tax burden. Persons who do not own their | 
own homes or who own low-value homes in relation to their 
taxable incomes would pay more than at present. Persons 


who own relatively high-value homes in relation te their 


The advantageSwhich would flow from the 
implementation of these two proposals would, we suggest, 
be very significant indeed. 


Home-ownership and the ownership of better 


class homes would be encouraged. 


> 2 : 
Ls ole On 


cr 


This in turn would create employmeni 
construction industry. 

The demolition of slum properties would be | 
accelerated. | 

And toval residential assessments would rise | 
in local Satan en thereby providing needed additional | 
revenues to Municipal Governments. | 

It is well known, I believe, that in the | 
United States both local property taxes and mortgage | 


interest are allowable deductions for Federal income tax 


purposes, while in Britain mortgage interest but not 
property tax is an allowable deduction. In Canada, owners 


cf income properties are allowed both these deductions. 


in conciusion, Mr. Chairman, I.micht say that 
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1] the Sydney City Council in putting forward the proposals 
2) in this submission had very much in mind the severity 

3] and harshness of the burden of local property taxation 

4} on that large section of the population with fixed low 

5] incomes. Most widows and persons over 65 are in this 

6| class. In Sydney, between 20% and 25% of the adult popu- 
7| lation are widows or pensioners. -For them every addit- 

8] ional cent on the property tax rate is another turn of 

9] the screw. 

10 One fs the many advantages that could flow 

11| from the implementation of our proposals is that Munic- 
12|| ipalities would be able ‘to afford to give much greater 
relief in the form of tax exemptions to these people than 
is at present possible... 

Apart from this we believe that our proposals 
are sound and necessary practical measures which would, 
if carried out, result in a very significant revitaliza- 
tion of our cities, towns and rural municipalities and 
would be of immeasurable benefit to education, to the 
nation's youth, to the Canada of tomorrow. 

Thank you, Mr. Chairman and gentlemen. 

THE CHAIRMAN: Thank you very much. Your ‘two 
points are extremely interesting to us. I am not sure 
that the first one is really a matter primarily of our 
concern, as determined by our Terms of Reference, but, 
however, it is an interesting one, and I propose to 
discuss it. 

I would like to know more about it. 

The second very clearly is, I think, and we 


will come to that, but you will probably put the first of 


bbl 
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these to your Provincial Committee, I think 1¢ is, which 


rT 


I believe is to hoid hearings. If don't know. Have they 


done so yet? 

MR, SANDPORD: Are you referring to the fact 
that the Province of Nova Scotia have engaged a firm of 
Chartered Accountants? 

THE CHATRMAN: =I am, exactly. 

MR. SANDFORD: Well, I understand the rirm 
has received a submission from the Union of Nova Scotia 
Perc oipaltties on Taxation Questions generally, including 
education. 

THE CHAIRMAN: Good. Well, cf course, the 
first thing that comes to my mind in connection with a 
shift of the burden of educational casts to the Federal 
Government is what our Provinces have to say about such 
a Snift, as some time ago when the Federal Government 
ped to bear more of the costs of higher education 
there was linet an, Sep gifficuity with one of the Provy- 


inces, and I wonder whether that would recur here? 


WEY STR RT TAT s a : BS T.5 er 
MR, SANDFORD: Well, I did have this in mind, 

3 a A OS ee or pees = 

sir, and for that. reason. I did suggest, and this is not 


made by the Canadian Tax Foundation that if any one or 
more of the Provincial Governments object te a direct 
grant for education, a way around this which might prove 
acceptable would aimpiv be to adjust the tax equalization 


payments which the Federal Government makes to Provinces. 


tax and revenue resources and sco on, and that could be 


silica cgi a pis cag isn atic na siege is eras Ws to ss erg Sith ep apn artic as a ee hl ip ip aa ai Nr a A A I a EET A EE TIES 
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adjusted on some fairly simple formula which took into 
account the educational needs of each Province and the 
resources of each Provinge. and I would have thought that 
if it were done in that kind of way that the ob jection, 
if any, would be fairly slight. I don't know. I can't 
read the minds of Provincial Governments, but I would 
have thought that this would largely have overcome the 
objection from a Provincial level. 

But, in any case, sir, it does seem to me that 
on this question of education that this is someone that 
really we should not be too provincial about. That this 
is a national problem and we have to look at it as a 
national problem. It is a thing, I suggest, that from the 
financial point of view, and I am speaking only from the 
financial voint of view, that we do need Federal, Provin- 
cial, and ante ioat nie Pte oa this. The Provinces and 
the Municipalities can't cope with this situation, pee 
by virtue of the fact that some Provinces are much more 
wealthy than others. 

THE CHAIRMAN: Thank you. I will ask one more 
cuestion. You refer in the submission by the City of 
Sydney to the allotment being based on an ability to pay. 

-I am not very clear what is meant by that. 

I recognize that it should be based on need. 

IMR. SANDFORD: What page is that, sir? 

THE CHAIRMAN: It 1s the first page, Summary 
of Submission of the City Council of the City of Sydney, 
under the heading "The City Council of the City of 
Sydney proposes", and it is item number (2), the third 


line. 
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1 MR. SANDFORD: The term "ability to pay", sir; 
2 what I meant there, sir, was that some Provinces,when one 
3| takes into account their revenue resources, have a much 
4| greater ability to pay the cost of education than other 
5| Provinces, and thac the Federal Government should take 
6 this.ability to,parv,.or inability to.pay,.into account. 

| 


| In other. words, I am not suggesting that the 


3] Federal Government shou: si sivy say we have one hundred 


g| million dollars. We wili ‘isvribute this to the Provin- 
° celal Governments on the basis of. so much ai\hnead, because 
11) this is not solving the educational problem of having some 
12) Provinces with more resources than others... I think we in 
13 sydney; for example, can very clearly appreciate the 
iq difficulties of our own Provincial HRN in, this 
. matter of supplying funds:.for educatic~ in this Province. 
16] Roughly half the total amount spent <n elementary and 
tal secondary education is supplied by the Province. | 
| | 
18. We in Sydney get only 15%, out that is another 
19| matter, and.I. think.we can understand the: Province is in 
| some considerable difficulty in providing the money for 
11. - this. ..inva:richersprovince. the.difficulty wousdg,not, be 
| 
22 the same. 
i So we are suggesting that the Federai Governmen 


94| take this ability to pay for education at a Provincial 

95] level, or the lack of resources,,into,. account. in distrib- 
26 | ting this money. 

a Have I made myseif clear sir? 

28 THE CHAIRMAN: Well, Isthinkx so,»but I am not 
29}' quite sure.that you are not contradicting what 


{ 

30] previously in part, in that if it were done this way some 
3 
{ 


la et a ET 
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1} of the cost of education would then rest on property. 


2 MR, SANDFORD: Oh, yes. 

3 THE CHAIRMAN: And over and above the housing 
4] costs. 

5 MR. SANDFORD: That part of education cost 


6] which relates to the provision and maintenance of school 
7 buildings would still rest on property. 

8 THE CHAIRMAN: And more would if it were taken 
9| care of on the basis of inability to pay. 

10 MR. SANDFORD: Well, the hundred million 

11| dollars which I quoted as an example would not entirely 
12|| exempt the property payer for any liability for the cost 
13] of education. I am merely suggesting this figure because 
14] I am a great believer in doing things gradually, and not 
15] all at one time. It seems to me that this would be a 

16) good way to start, but eventually it would be to exempt 
17|| the taxpayer of the responsibility of financing the 

18|| operational cost of education. Teachers' salaries, and 
19] the like. I am still suggesting that the property owner 


20] should bear part of the burden of building and maintaining 


21 schools, because -~sperty benefits from that, and this is 
22| a thing that-.is 1 at the local level. 
23 -MR,. PERRY: I would like to talk to Mr. Sandfor 


24) adout some of his basic’ assumptions. 
25 One of them is that the property tax is 


26] naturally a fair tax. 


27 Why do you assume this? 

28 MR. SANDFORD: This is a basic assumption that 
\ 

29] I make 


__30 MR, PERRY: It is absolutely basic, and a fairly 
p 
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2 
3 


28 
29 


30 | 


general one. 

MR, SANDFORD: May I say that in making this 
assumption it is not a dogma. It is not something I 
claim a hundred per cent. Welfare and Relief don't 
benefit property, but this city for example has asked that 
property owners be relieved from welfare. We are picking 
on the main one, education. 

Now, our reasoning is simply this. It may or 
may not be sound. I know this has been challenged by many 
authorities. Some agree, some don’t. We think like 
this. We say “well, basically, if you are raising tax 
revenues you can do it by taxing income, sales, purchases, 
assets." Ndc®, in the case of local services, excluding 
education, most other services, it seems only fair that 
you should raise your taxation revenues by taxing assets, 
mainly property, because, by and large, it is appreciated 
that benefits -- if you have your house in 4 well run 
community, this tends to increase the value of your house, 
and the benefit that you get from the use of that house, 
and we think that of the three kinds of tax, income, sales 
assets or property tax, the property tax is the fairest. 
This is just a general statement. ' 

As I say, we are not being a hundred per cent 
dogmatic on all points, but when it gets to services not 
benefiting a property directly or indirectly, or of a 
national concern, such as education, such as hospitaliza- 
tion and so on and so forth, where there the principle 
seems to have been accepted that this should not be a 
charge on the property, but it should be a sales tax 


charge, then we feel that it is wrong to ask the property 
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owner as such to pay for the cost of the service. 

Not only is it unjust to him, but it..18 even 
more unjust to the service concerned. When this service 
is a very expensive one, such as education, what we are 
saying, in effect, is "here you are putting education in 
a financial straitjacket”™, 

I mentioned in my own brief, I think, that any 

burden =<—--at one time, if I remember from historyy public 
education was first financed by a tax on whiskey. Well, 
probably at the time that. was. a very progressive, move. .At 
least we were getting publicly financed education. Now, 


moe one would suggest today that education should be fin- 


anced by a tax on whiskey... If. for example. education were 
financed by a tax.on cigarettes, with. everything you. are 


hearing these days,.there might. be. only.-a, decreased, amount 


of money available next year as there. is-this year, and 


© 


Similarly with property tax. 
True, any Council can .increase its. tax roll, 
tncrease its assessments. This is what we have all been 


oing. I wouldve the last to suggest we have got to the 


limit. .If I said that I would just be joining the prophet 
who have been proven wrong, but obviously there must be 
some limit within reason. 

I, for example, am paying something like $450. 
@ year on my house. If I were paying $2,000. a year, 
plainly tnat would be unreasonable for that type of houses: 
There must be some limit, and we feel that this limit is 
being reached when people are having to sell the houses, 
or having the houses sold for taxes. We have many 


properties in Sydney sold for taxes each year. Granted, 
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most of them are the poor quality properties, or lots of 
land, but we feel the point is being reached where if we 
go any further we are just causing more Sa ee doing i 
good, and in particular when it comes to the old age 
pensioners, and widows and so on, the limit has long past 
been reached for them on property tax. 

MR. PERRY: I think you are going beyond my 
original question. You are saying now that this is a 
very heavy tax, and we can leave that. 

What I really wanted to get from you is a 
statement of your basic proposition, which you did give 
at the beginning, that the property tax should be related 
only to benefits conferrec on the property owner. 

x could visualize that in ten or fifteen years 
in many municipalities there would cease to be any poss- 
ible justification for property tax if this were on 
principle. 

I live in an area where the subdivider incurred 
most of the expenses that the Municipality would ordinarily 
incur. There is very little that the Municipality dee: 
for me sitting in my home. The thing that they really 
do for me now is to build good roads, so that I can drive 
quickly to work, which has a great deal more to do with 
earning my income than it has to do with protecting my 
property. 

What I am really getting at is the more general 
proposal as to how many individual taxes have to be 
related to individual functions, and if you go back in 
history you will find that probably the first reason that 


a property tax was imposed was so that a local school 


| 


| 
2 


3 
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could be built, so that one might argue that if there is 
any function which fusbieies the property tax it is Sdudds) 
tion, that perhaps the other things are external. 

MR. SANDFORD: Well, are you going pack into 
Canadian history or British history? 


MR. PERRY: Canadian history particularly. 


There were two additional needs, one for a local road, 
and tne other for a school teacher. 


MR, SANDFORD: Well, as I understand it, going 


beck into British history, with which I am’a little more 


familiar than Canadian history, the origin of the property 
tax around the time of Elizabeth the first was a tax to 
enable the local authorities, whatever it was called at | 
that time, to deal with vagrants. 
MR, PERRY: With poor relief, sure. 
MR. SANDFORD: Yes. 
MR. PERRY: In other words it is only in 
modern times that the property tax has had anything to 
do with servicing propert 
Bat. “SANDFORD: «Yes'“and' isnt it a fact? thae 
in the older days the ownership of property was very 
much a measure of one's wealth and ability to pay? Today. 
this is not the case. A wealthy man has paper stocks and 
bonds. This is where his wealth is, and not so much in 
the home he owns. 
MR. PERRY: Would you argue that every element 
in the tax system, taken by itself, should be a fair burde 


on ability to pay, or can one be satisfied if the whole | 
packaze of taxes, taken by themselves, represent a fair | 
i 


. 
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MR. SANDFORD: It is the package I am interest- 
ed in. 

MR. PERRY: With all respect, it doesn't sound 
as though it is from your brief, because you tear the 
property tax right down to the ground. 

MR. SANDFORD: Well, I think we do say in one 
of the briefs that we have no objection to property tax 
as such. 

MR. PERRY: No, you say this--- 

MR. SANDFORD: On page 5 of the City's brief 
we don't contend that property taxation is unjust in 
principle. "A good case can be made for it, particularly 
when it is regarded as part of the overall pattern of 
Federal/Provincial/Municipal taxation". 

Now, my personal view of this is that one 
can't look at any given tax and say that because that 
tax in itself might be regressive, or perhaps a little 
unfair, that it should be done away with. One has to 
look at the package, the whole pattern of Federal, 
Provincial, Municipal taxation, but if one takes a tax 
such as property tax, it does have a regressive nature 
co. 2c. 

If the impact of the property tax grows and 
grows, if it gets bigger and bigger, then the regressive 
nature becomes much more important than if it is smaller. 

I mentioned that the total tax was 1.2 billion 
dollars in 1960. 30 years ago it was something like 
240 million dollars, five or six times less. 

MR. PERRY: Have you looked at the comparison 


of income tax? That is even more shocking. 
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MR, SANDFORD: I am sure the comparison is 
even greater. 

Mh PERRY s 0 es. 

MR, SANDFORD: But I know the figures can 
argue both ways on this, but it does seem to me that 
property taxes are all right within limits. I am not 
suggesting a hard and fast rule, that one should only 
apply property taxes to those services which benefit 
property, but this is a principle we should have in mind 
all the time, and the trouble with education, by using 
hal? the property tax to finance education we are, in my 
submission, doing damage to the education needs of this 
country. It is just not the answer. 

MR, PERRY: Well, I have been trying to steer 
clear of this problem of financing education, but I 
think we would have to say that every witness says some- 
what the same thing as you do. Income tax is good, but. 
con't overdo it; death duties, and so on. Everything 
is fine, but there is too much of it. 

MR. SANDFORD: Yes, I do appreciate that, and 
what I am saying in effect is that we should have a littl 
more income tax. 

MR. PERRY: Oh dear. 

MR. SANDFORD: Even though other people would 
say the opposite. 

THE CHAIRMAN: well, that is fair enough. 

MR, PERRY: As long as you are willing to stan 
on that. 

MR. SANDFORD: Yes, very much so. 


THE CHAIRMAN: You are making more progress 
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with Mr. Perry than I usually do. 

MR. SANDFORD:. I might say this, that on this 
business of education, in talking to members of the publica, 
the average layman about education, I find so many who 
say “well, education should be feta for out of income 


tax’ . 


This seems so obvious to them. You should pay for 
education according to your ability to pay. You can't 
pay according to the number of children you have in 
school. I have had this said to me by a service station 
attendant coming to Halifax yesterday. "Education should 
be paid for out of income tax". 

I am not going whole hog for that, but I am 
suggesting ten per cent snould be paid for out of income 
tax, no more and no less. 

MR, PERRY: I am afraid I have gone a little 
ahead of you, and I am looking at tax revenues as a 
great pot where things are poured in and taken out, and 
I am beginning to feel that it doesn't matter where it 
ends up, as long as individual components themselves 
aren't doing damage, because as you know a lot of money 
goes up to Ottawa and back down again in various forms, 
and if 7 wanted to take all these as support of educa- 
tion you could probably prove that the Federal Government 
are paying for all education in Canada. 

It is just that they are not tagged at the 
present time. So I think we are on fairly common ground 
here, except that I would have to point out to you that, 
as I said before, everyone will concede that each 
individual tax is fine, but that at present rates this 


tax, and it goes on through the list, is having very 
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serious effects on economic growth, economic development, 
anything you want to ented 

MR. SANDFORD: I was hoping, Mr. Perry, that 
you would be my firmest supporter in this. 

MR, PERRY: I haven't worked for the Tax 
Foundation for a couple of years. Not that I have 
rejected them entirely. 

MR, SANDFORD: Isn't it really to find out wha 
is the form of taxation which will do the job, give us 
the educational services we require, and at ene same time 
do justice to the people being taxed? It doesn't really 
matter from which level it comes, but which is the best 
method. 

MR. PERRY: Well, I suppose that in ail forms 
of public life you are making value judgments. Mr. 
Carter ts President of the Canadian Welfare Council, 


and I am sure that heis probably persuaded that Weifare 


is an important function of Government -- you can go to 
tne Canadian Schools Association, and you can just 


visualize the whole country being plastered with roads, 
and that is the most important thing to be doing. 

Education is obviously a matter of real 
importance. The problem is to sort these things out, 
and give them thelr proper weighting. 

MR. SANDFORD: This is a value judgment withou 
any doubt. I am putting education as priority nere. Thi 
is my opinion.) It may be wrong. 

THE CHAIRMAN: There would be a lot of people 
on your side. 


MR, SANDFORD: I would hope so, yes. 
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THE CHAIRMAN: I have no doubt about that at 
Et i Be 


MR. GRANT: What gives me some concern, Mr. 


Sandford, is how we can use your representations, if the 
iiabtsnt bn HaetamantePasosee Mest eechenaeiree ee |i 
contained in the report which will be submitted to the 
Federal Government, having regard of course to the fact 
that education falls under Section 93 of The British 


North America Act, under the exclusive jurisdiction of 


the Province. We can, and our duty will be to recommend 


' various ways of raising money, but I doubt if it goes to 


making any recommendations as to how that money should be 
spent. 
I suppose the essence of your submission 


1 


could be summed up in the words that education is a thing 


that is becoming too costly for the Municipalities to 


bear, and from your observation too costly for certain 
Provincial Governments to bear, and therefore that relief 
must come from the Federal Government? 


MR, SANDFORD: That is the essence of 


submission. 


MRSA GRANTS And” Chat. that relrer would =a 


ment has had with the Provinces in connection with Univer 
sity grants, that you would recommend that any assistance 
from the Federal Government should be by way of a grant 
without any strings attached to the Provinces, which I 
believe was the ultimate formula with respect to the 
grant to the Province of Quebec, which refused to take it 


having regard to the experience which the Federal Govern- 
up when it first became available. I believe it 
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accumulated for a matter of five or six, or seven years, 
put then ultimately cher arrived at a solution acceptable 
to’ the Province and to the Federal Government, whereby 
the administration of that money would be left entirely 
in the hands of the Province of Quebec, and the division 
or it among the Universities within that Province would 
be a matter for that Province to decide. 

Well, along that line you would expect that 
any assistance that might be forthcoming from tne Federal 
Government would be by way of unconditional grants? That 
is, without any strings attached. 

MR. SANDFORD: Yes I would sir. I would just 
make a point. 

A suggestion was made to me recently -- well, 
if this is what you are looking for, why don't you simply 
ask for a bigger share of the Federal income tax for the 
Provinces. Doesn't this come to the same thing? 

Well, it is not quite the same thing, in this 
sense. I would suggest that the Federal grant to the 
Provinces for education, in whatever form it be, should 
pelabelled in some way as being for education, whatever 
the Provinces do with it. Whether they,spend..it on 
education or something. else is entirely a matter for them 


lectors in that Province, but I feel that in the 
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j 
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Federal budget, for example,it should be clearly shown 
that so many million dollars represent grants to the 
rovinces for education purposes, even ifthat grant were 
apart of the taxation equalization payment, so that the 
principle is clearly established. 


This is a national problem so far as financing 
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is concerned. This is the point I think should be made. 

MR. PERRY: I was just wondering whether Mr. 
Sandford is concerned that the Federal Government now 
has a deficit of six or seven million dollars a year? 

MR, SANDFORD: I am very concerned about that 
sir. Yes sir. This is, of course, part of the difficult 
I appreciate this is part of the Commission's difficulty. 
Here we have a deficit, and I am suggesting something 
that would in a sense increase the deficit. It has to 
be looked at in the light of all the other complex prob- 
lems that people have to deal with, and it may well be 
that the Federal Government, for example, as the Sydney 
Council often does, might say "Well, we do think this is 
a good idea, but we just can't do it right now, and next 
year we will look at it again." 

All I am trying to do is plant the seed, so 
that whenever this thing seems feasible something might 
be done about it. I am very patient in these things. 

One learns to be after many years in it. 

THE CHAIRMAN: I gather that you propose to 
shift the educational cost in part on to income tax? 

MR, SANDFORD: Yes. 

THE CHAIRMAN: And what perhaps would be a 
hike in income tax? 

MR, SANDFORD: Yes, this is what I am suggest- 
ing sir. 

THE CHAIRMAN: We will break before we go to 
the second point, which I want to hear more about. We 
will break for ten minutes, and come back to that. 


---Short Recess. 
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THE CHAIRMAN: Mr. Sandford, we would like now 


to come to the point that you raised to the effect that 


‘The Income Tax Act be amended to permit home owners to 


claim as deductible expenses their payments of property 
taxes and payments of interest on mortgages, or to claim 
a substantial fraction of each of such payments." 

We recognize at the present time that the home 
owners really have an advantage over people who rent 
premises because the money that they have invested in 
the home doesn't produce income which is subject to tax, 
whereas the people who rent premises do pay that tax, and 
if you are going to relate one to the other, to compare 
your cost of rental and home, you have got to make an 
income tax adjustment. 

Now, you propose to go further along this 
road, and would weight this still more in favour of the 
home. owner. 

Now, perhaps that is desirable, but it cea 
the tax further from neutrality, and I suppose we, as a 
Commission, should first of all look at the neutral 
position and see to what extent it should be moved away 
from neutrality to serve some social or economic purpose. 

Now, you give reasons for this recommendation 
of yours, and I think we would like to test the reasons. 

MR, SANDFORD: May I just interject, sir, that 
we challenge your basic premise there, that the home 
owner 15 already getting advantages in comparison with 
the owner of income property. 

I find myself, personally, I am in the positio 


that I own and live ina home, and I also own a home whic 
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i rent out. Now, this began about two or three years ago, 
and the first time I realized that as soon as one becomes 
a landlord the whole power of local government taxation 
operates in one's favour as compared with being an owner 
of property in which one lives. 

For example, just dealing with the man in a 
small way, in my case, who does rent out one home, and 
owns another one, I find in the case of the home I rent 
out that in actual fact I make a small cash profit on it, 
but for income tax purposes, quite legitimately, I make 
an income tax loss, and 2ach year. Now, this income tax 
loss I can set off against my salary. 

i grant that part of this loss is depreciation 
and there is a recapture provision, and so on, but 
basically-each year I look at the income -property “Ihave, 
and add up the savings I-have in income tax to me, and 
add up the small cash profit I make, and add on to that 
the increase in equity of the property each year, and I 
find that I have considerable advantages by owning a 
property for income purposes. as compared to owning a 
property in which I live myself, and I don't quite see 
your point that the home owner has most of the advantages 
there. 

MR, PERRY: Well, I think you are really 
changing the point I put before you. You are challenging 
the basis of determining income in the case of a person 
owning property. You are suggesting that the method 
used by the Department is generous? 

MR. SANDFORD: Yes. 


MR. PERRY: ind you are suggesting that it is 
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even accurate, because you say that to you it looks 
like a profit, but de you file your tax return a tate F 
not. Well, that may be the case. At the moment I am nov 
discussing whether it is a proper method of income. I am 
simply saying when one contrasts the person who rents a | 
house with the person who owns a house, and we assume | 
they have both the same amount of capital, the person who 
rents the house and has the twenty-five thousand totlans 
which is igs cine which he has not invested in the house, 
would pay income tax on the income on the twenty-five 


+ 


thousand dollars, whereas the person who owns the nouse 


would have the twenty-five thousand dollars nthe house, 
and would not pay any income tax on the income from the 
twenty-five thousand dollars. 

Now, in England at one time in the second case | 
they imputed income to that, and he paid taxes on it. 
Therefore put the two positions in equality, and I am 
Simply saying that we by these particular circumstances 
are giving an advantage to the homeowners against the 
tenant, and what vou propose would go further in that 
direction. 

MR, SANDFORD: Well, again sir, may I challeng 
one cf your statements? You are comparing two people, on 
of whom has twenty-five thousand dollars in bonds, and on 
who has twenty-five thousand dollars and buys his own hom 
with it. Well, may I suggest that in practice this is a 
very rare case. Nearly everybody who buys 2 home is 
borrowing through mortgage to own that home. It is not 
a case that they nave twenty-five thousand dollars which 


they can put either in the home or invest. So we are 
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dealing almost with a mythical person. 

THE CHAIRMAN: Oh, I think there are lots of 
people who do. 

MR. PERRY: If you visualize not buying a home, 
but selling one, this situation must arise in hundreds of 
eases, where you have owned the home and you sell the 
home and live in an apartment and put the proceeds of 
your home into bonds. This is the same money. Formerly 
when it was in the home, you were paying no tax on the 
income you were receiving from it as an investment. 
Suddenly you have got it in bonds, and you are paying tax 
On the income from the bonds. 

mR. SANDFORD: As a home owner, granted you 
are not paying Federal income tax in the same way as you 
would be on bonds, but you are paying Municipal taxes, 
are you not? 

MR, PERRY: We are talking about income tax 
here, aren't we? 

MR, SANDFORD: Yes. What I am failing to 
appreciate, if I have the suggestion correctly, is that 
the home owner has certain,on balance has certain finan- 
celal advantages over the person that doesn't put his 
money into a home. 

THE CHAIRMAN: Exactly. 

MR, PERRY: Exactly. This is probably the 
only form of investment the yields of which aren't 
Subject to income tax. 

MR. SANDFORD: Well, granted that is one side 
of it. 


MR, PERRY: This is all the Chairman is trying 
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1| to establish. 

2) THE CHAIRMAN: My wife suggested to me the 
other day that perhaps we might sell our house and live i 
an apartment. The computation that was necessary to 
recognize what would happen financially -- I would be 
paying more tax than I am now. 


MR, SANDFORD: May I clarify the issue? Mr. 


Perry said that home owning is one of the only forms of 


investment which is not taxed. 
MR, PERRY: The yields of which aren't sub ject 
to income tax Fsaid. 


MR, SANDFORD: But what kind of tax could you 


put on home ownership anyway? This is an asset, not an 


income. 


15/ MR. PERRY: You could put the tax which Brital 


i 

16| has had for many years, the tax on the imputed value of 
| 

17 | the home 

18 MR. SANDFORD: Which, of course, they have 


19] abolished in recent years. 
MR, PERRY: Yes, and the only point the 
21! Chairman was making was that we in Canada haven't had 
this kind of tax. 

MR, SANDFORD: In Britain at the same time 


they were allowing on mortgage interest, and now they 


have abolished the tax on the mortgaze interest. 

THE CHAIRMAN: Are you sure that they still 
permit a deduction of interest? They didn't abolish that 
at the same time. 

MR, SANDFORD: I am almost sure sir. [I 


couldn't swear to it. 
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| 
THE CHAIRMAN: I don't know. | 

MR. PERRY: I had made the opposite widiiptsont 
that this would have gone with the income on the other 
side. 

MR. SANDFORD: I never quite understood why 
in Britain mortgage interest was allowed as a deduction 
for income tax. I am now asking for that here, and 
basically what I am asking for is something to encourage 
the home owner. I feel that this should be encouraged, 
and I am looking to see if there is any way that this 
could be done through the Federal Income Tax Act. I 
feel that if this could be done so that the home owner 
pays less it would be a good chante. 

THE CHAIRMAN: I would like you to recognize 
that the law now does encourage the home owner. What you 
are proposing to do is to further encourage the home 
owner? 

MR. SANDFORD: Yes. 


THE CHAIRMAN: You suggest that employment in 


the home construction industry would be stimulated if 
that were so, and I have not any doubt that this would 
possibly increase she number of homes built. 

I wonder how erfective it would be? I have 
not any way of knowing. 

MR, SANDFORD: No, this is just 2 probable 
tendency that I am indicating. This is something that 
I wouldn't care to estimate. It seems to me that if you 
are going to encourage home ownership, and the ownership 
of better class homes, automatically insofar as you are 


succesSful you are going to stimulate the building 
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7 Housing Act the mortgages are generous. 


1| industry. | 
2 THE CHAIRMAN: This would not be as effective | 
3 as the generous mortgages which are now provided. I 
I { 
4! wouldn't think. | 
| 
5 MR. SANDFORD: The generous mortgages? | 
| 
6) THE CHAIRMAN: I think so. Under the National | 
| 
| 
i 


8 MR. SANDFORD: Well, generous is a relative 


9| term. They are certainly generous with what they have 


| been in Canada, but I certainly wouldn't regard them as 
11 generous compared with mortgages in the United States. 


| 
12| 5 mmow one can have the conservative with a small "Cc"; 


with a small point of view that the home owner should be 
able to make a down payment of ten or fifteen percent of 
15|| the cost of his house. Frankly that -is not my vooint of 


view. In the States, as you know, -if you are a veteran 


| you can acqure a house with no down payment, and if you 

18, are not a veteran, you can acquire a house worth fifteen 

chousand with a down payment of four or five hundred dollars. 
Personally I deplore the ungenerosity, in 

| my view, of the present central morgage financing 


| arrangement in this country. 


23 THE CHAIRMAN: I think I used the word generous 
24 eontrasting the present situation with what it would bde 

a if there were no Government assistance, if it were left 

26 to the ordinary commercial test. : 
2 MR, SANDFORD: 0h, yes, definitely yes. | 
78 MR. GRANT: There might be an element of | 
29 | abuse in such a proposal, in that say a man with a sub- 

30, 


| svantial holding, and the owner of a quite expensive house, 
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it might be to his advantage to put a mortgage on that 
property on a straight mortgage basis, and just leave it 
there, and then you would have a really quite substantial 
amount to deduct from his taxable income. 


MR, SANDFORD: That Lae trie. 


ooo 


MR. GRANT: <Any such proposal might have to 
be restricted to those mortgages which are on an amortize 
basis. 

MR. SANDFORD: A mortgage which was taken on 
for the purpose of acquiring a property, as it were. Not 
which was taken on after the property was purchased. Yes, 
I appreciate that this creates a problem in legislation 
ZI suppose. 

MR. GRANT: And in determining whether or not 
an interest payment was permitted, or allowed? 

MR. SANDFORD: Yes. On the other hand though 
a person who owned an expensive nome and had no mortgage 
on it, and then took out a mortgage, partly with. the 
purpose of gaining some tax advantage, the mortgage 
would presumably be invested and tax would be paid on tha 
investment. 


MR. GRANT: Except that he may put it in an 
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equity, and with his 20% tax credit it might cost him 


MR, SANDFORD: Yes sir. 
MR. PERRY: What do you say, Mr. Sandford, 


about people who live in rented premises, say apartments, 


who probably indirectly pay their share of the property 
tax on the apartment? Do you think that this is the 


sensible way to live? People who wouldn't want to own 
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their own homes under any conditions, and who would feel 
that they were being ik feria to discrimination? 

MR. SANDFORD: I have actually had this very 
point put to me by . person renting an apartment in the 
City of Halifax recently. I would concede the right of 
every one to decide whether to live in an apartment or to 
own his own home, and further that- in the larger cities, 
including Halifax, that often there are many incentives 
and encouragements to living in an apartment as compared 
TO == to renting an apartment, as compared to owning a 
home in a smaller town or city, but the proposition that 
a person who rents a home or an apartment is indirectly, 
and in an economic sense paying property taxes through 
his landlord, as it were, this is something that I used 
to pelieve. Iam just wondering whether in fact this is 
really the case, that if one say rents an apartment, and 
it is a hundred dollars a month rent, of which twenty 
dollars is paid by the landlord to the Municipality in 
taxes, is the tenant in fact paying twenty dollars 
through the landlord to the Municipality? Doesn't a lot 
depend on what the landlord could charge anyway if there 
were no property taxes? He might still be able to charge 
a hundred dollars. It is like the old problem of Corpor- 
ation and income tax. Where does the burden really fail? 

I.suspect that it doesn't really fall wholly or 
mainiy on the tenant. This is just an idea. 

MR, PERRY: I would think it would be a lot 
easier to include your property tax in establishing your 
rents than it would be to include a Corporate income tax 


in establishing your prices, This is a direct charge in 
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1} the computation that you make in determining your invest- 
2 ment. However, I agree that this is not the only factor. 
3] The market has quite a bit to do with it. 

4 MR, SANDFORD: Does the landlord or property 
5i owner in establishing his rent, is this a simply an 


arithmetic calculation where he takes all nis expenses, 


bn, a 


including property tax and adds on a profit, or does he 
8] not in fact charge the Sao the market will bear? 

9 MR. PERRY: Well, you are a landlord. I am 
10} not. What did you do? 

11 MB. GRANT: Ina very minor way. One house. 
12 One rental unit doesn't set you up as an expert? 

13 MR, SANDFORD: I would hope not. 

14 THE CHAIRMAN: Well, if he sold that property 
15} and moved your rented premises, the one that you rent 

16] out, to an area where there were no services, and there 


+ 


17} were no taxes, surely the market would very quickly make 
18} it clear to you that you couldn't recover as much in rent 
19| as you can where you are now? 
20 MR, SANDFORD: I didn't quite follow shat. sir? 
21 THE CHAIRMAN: I said if there were no taxes 
22|| in the next area that you moved to, and there probably 
231 were no Municipal services either, you wouldn't be able 
to rent your house for as much as you now rent it for, 
and therefore it is a fair indication that the tenant 
does make some contribution to taxes? 

MR. SANDFORD: Yes, there is an element of 
this in it without doubt. I am just wondering how far 
it goes in practice. 


For example, if one can conceive of an area 
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1! with no property taxes adjacent to an area with property 
2 taxes, I would think that the average tenant wouldn't 
3] care whether he purchased a house just within the border 
4 or just outside the border, and he would pay the same ren 
4 in poth cases if the services were equal, would he not? 
6| THE CHAIRMAN: Perhaps. 
| 
7 Slum clearance ig another point that you make. 
| hake pemcesm ; 
4 I was doubtful whether this income tax/which you speak 
9 


of would have much effect in the removal of slums, seeing 
10} that people who live in slums aren't Likely to pay taxes, 
11] and this would not assist them in any way. 

12 MR, SANDFORD: What I had in mind there, sir, 


13] was that to the extent that this income tax deduction 


15] class property, there will be a tendency in any community 


16] for more homes to be built, better class homes to be 


—" 
J 


built, and surely this would mean that there would be - 
18| a lesser demand for slum properties. 


19 For example, in the City of Sydney we are | 


| 


20) hoping, we are thinking about a low rental housing scheme ,| 
| | 
21) and one of the advantages we think that will accrue from | 


22) this scheme, which will be quite small, is that people 
24) rental housing scheme. Other people will then move from 


25|| che really bad slums into the fairly slummy properties, 
and the landlords of the really bad slums wouldn't be 
able to rent them any more. So this will encourage their 
28|| demolition. This is the point I was trying to make here. 


29 The mere creation of more and better class 


30 


} 
“23, will move from fairly slummy properties into the low 
houses diminishes the demand for slums. 


ANGUS. STONEHOUSE & CO. LTD. 
TORONTO. ONTARIO 


2208 
1 MR, PERRY: Perhaps you could refresh your 


2| memory on the arithmetic involved here. You gave some 


i 
} 
| 
: 
: 

3] figures earlier of your own estimates of the costs. | 
| 
| 


4 MR.SANDFORD: The 150 million? 

a MR, PERRY: Was that the overall cost of these 
6] two? 

4 MR. SANDFORD: I suggested as a rough figure 


gi that the loss in revenues to the Federal Government which 
9] of course would be made up in another way from granting 
10] mortgage interest as a deductible, as an allowable deduc- 
11/ tion might be around 150 million dollars, and 2 similar 
12| figure might apply to property tax. 

13 Are you asking me, sir, how I arrive at those 
14) figures? 


15 MR, PERRY: No, I am just asking you what the 


16) figures were. I have forgotten. 
17 MR, SANDFORD: In each case it is very roughiy 


18] 150 million. These are my-own figures, frankly, worked 


| 
| 
| 
| 
{ 
| 
out at a late hour last night, and they may be way off, 
but this was just to give some indication. 

For example, the one on proverty tax is 
simply that the total property taxes throughout Canada 
are 1.2 billion dollars, and I just assumed that the { 
average income tax payer was paying, including those 
who don't pay income tax, an average property owner paving 
at the rate of 15%. So I took 15% of one billion two 
hundred and called it 150 million. 

it’ is this kind of: cailculatiom. 

MR. PERRY: Yes, in that case you ere probably 


quite high, because a good proportion of the property tax 
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would already be deductible as being on business? 

MR. SANDFORD: Yes. 

MR. PERRY: What you are really trying to get 
at is the residential property? 

MR. SANDFORD: Yes. I eliminated the resid- 
ential property, but not the business property, but on 


the other hané I wondered whether my 15% might not be on 


MR, PERRY: That sounds a bit low too. 

MR, SANDFORD: So it might be less than the 
150 million, and the other figure on mortgage SORE E RE hy 
i simply took the number of owner-occupied homes in 
Canada. I think it is a little over three million, and 
took the average central mortgage loan on those homes a 
year or two ago, and discounted that by about 40% for the 


older homes, and then worked out the interest at six or 


Again it might be on the high side, because 
there are many people who would have paid for a large 
proportiondc® their mortgage. Those figures are probably 
on the high side but I didn't want to put in very iow 
figures. which would be misleading. 

THE CHAIRMAN: Well, I think we understand 
your proposition, Mr. Sandford. Thank you very much 
indeed. You have laid this very clearly before us. 
if we don't. appear to react enthusiastically te your 
proposition, it is essentially because we are testing 
what you have to say. We will certainly ponder your 
suggestions, and we thank you very much indeed for coming 


to see us. 
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MR. SANDFORD: I might say that we in Sydney 
don't claim to have all the answers, and that these are 
only suggestions, and on further thought we ourselves 
might not be enthusiastic about some of them, but we thin: 
there is some soundness in them. 

THE CHAIRMAN: Yes Mr. Secretary? 

THE SECRETARY: Mr. Chairman, we now have a 
brief to present to the Commission from the Innkeepers’ 
Guild of Nova Scotia. Mr. Forbes Thrasher is Secretary 
of the Inkeepers!' Guild. He is here to speak to the bri 


wnich I would enter inte the records as Exhibit No. lll. 


---EXHIBIT NO. 111: Brief submitted by the Inkeepers' 
Guild of Nova Scotia. 


SUBMISSION OF THE INKEEPERS' GUILD 
OF NOVA SCOTIA 


Appearances: Mr. Forbes Thrasher. 


THE CHAIRMAN: Thank you Mr. Secretary. Good 
morning Mr. Thrasher. 

MR. THRASHER: Good morning Mr. Carter. 

THE CHAIRMAN: We have read your submission, 
and I observe that your members believe they are subject 
to some rather unfair competition from people who don't 
pay taxes. We would be very glad to have you speak to 
this. There is no need to read it, because we have 

already read it, but would you care to recap, or summar- 
ize? We would appreciate it 


MR. THRASHER: There is not a great deal that 


I can add. It is a present and continent-wide situation, 
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1 and in the United States you will notice that they have 

2 taken some action so on as clubs are concerned, but they 
3]| have not done anything seat churches and educational 

4) institutions, but Sraanneber they are studying it. It is 


a very difficult situation because you see if you take the 


ery apt to be in the position of having some very good 


7 very 
8] patrons of his hotel who will resent his having complained 
9| about the club putting on functions, and so therefore it 


| 
} 
| 
: manager of a hotel who is losing business to a club, he is 
| 


10i was felt that it should be done as impressively as possibl 


11) Oy the Trade Association, which is the Inkeepers' Guild. 
BI The Guild does not represent restaurants, but 
13} nevertheless the restaurants feel it just about as badly 


141 as the hotel men do, except of course that there is the 

15 additional competition of the Y.M.C.A. as far as the hotel 
16) are concerned, and to a lesser extent the Y.W.C.A, 

17 THE CHATRMAN: Now, in order to correct this,- 


18)) you recommend that where a charitable or non-profit 


“ organization engages in commercial activities with persons 
20 | other than members, or bona fide guests of members, they 
21, be taxed, except where the service is in furtherance of 
22| the objectives of the organization? 

i 
23, UR, THRASHER: Well, that has particularly to 
“ ao with zood works organizations and more especially 


25|| churches, where there is an act of communion breakfast 


26) put on, or they are catering to a wedding reception which 


| 
d 
27 | has been held, and as far as Jews are concerned, 
28 | religious end dietary requirements have to be met. 
{ = ; 
29° THE CHAIRMAN: ‘dell, I think everybody would 
30| agree with the purpose of what you say. Where people are 


29 


39 


; 
2012 | 
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designed to provide non-profit services to their members 


and receive concessions for that purpose by way of taxa- 


tion, that they should stick to it 


The only difficulty, as I see, with what you 


have to say is just how does one police it, or enforce it? 
It is rather hard to get at. The rules which you prescrib 
aren't easy rules. 
MR. THRASHER: Yes. In New Brunswick and 

Prince Edward Island there are no Hotel Associations, nor 
is there one in Newfoundland, but through the rest of 
Canada, particularly out west, they are quite vigorous, 
and I think that through the personak work of the 
Secretary or the General Manager of that Association that 
where there is brazen-advertising or circularization, and 
it can be proved that a place has gone into business that 
there should be accounts to present to the local tax 
division for the Deputy Minister for investigation. The 
hard part is where sponsors are gathering to know whether 
or not it is genuine, but I think there might be some 
hesitancy to sign a statement to this effect, andespecialh 
with the better type clubs. 

- THE CHAIRMAN: Yes, I can see a iittle diff- 


iculty there Some of the organizations to which you 


refer out west are, I believe, to appear before us. 

MR. THRASHER: I notice Saskatchewan is listed, 
and theirs will be on the same subject 

THE CHAIRMAN: One comment that has been made 
in your submission is that you might be sounded out as to 
the more arbitrary but the more simpler way of administra- 


ae 


tion, For example, would it be vossible to limit the 


vn 
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percentage of gross revenue which an exempt organization 
might obtain from ies ene to persons other than members | 
perhaps? You say that not more than five or ten per cent 
of their revenue should come from outside catering? 

MR. THRASHER: Yes, it might be a little 
difficult to get a hold of those figures. I am not sure 
whether churches make returns to the income tax department). 

THE CHAIRMAN: I suspect the ladies' auxiliarie 
do not. If your members themselves could come up with 
some more simple requirements as to aut oreciowt: it might | 
be very helpful to the Department. Certainly it is our : 
job to do our best to see that equity prevails, and I 
Suspect from what you say that it does not. I am sure 
that if there is anything we can do to help we shall be 
very glad to do so. 

We Shall continue to hear similar statements 


to your own, and perhaps by that time we can make suggest~- 


ions. 

MR, THRASHER: I would be glad to make further 
Suggestions. 

THE CHAIRMAN: By all means. If you would 
write. I don't think you need to appear again. 

MR, THRASHER: Thank you very much. 

THE CHAIRMAN: We thank you for appearing 
this morning. That is all we have. 

Mr. Secretary, have you any more business? 

THE SECRETARY: Yes sir. We have about three 
or four more items of business. 

Present this morning is Mr. Leo McKay, who-is 


the representative of the Nova Scotia Federation of Labor. 


this is not tne case. We have some very strong opinion 
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McKay would like to make a statement to the Commiss- 
ion with your permission Mr. Chairman. 
THE CHAIRMAN: By all means Mr. McKay 


MR, MCKAY: Mr. Chairman, I represent the Nova 


Scotia Federation of Labor, representing sme 40,000 trade 


unionists in the Province, chartered by our parent organ- 


! 
{ 
{ 
ization, the Canadian Labor Congress. 
We had a fear that because of our not present- 
ae 
ing a formal brief today there may be an assumption that | 


we are quite content with the system of taxation. However 


J 


02] 


and viewson the whole question 
We have decidec, however, to forward these ts 
our parent organization, the Canadian Labor Congress, to 


be included in their presentation to you at a later date, 


I understand that they have made a more or less statement 
of policy already, and that the formal presentation will 
take place within the next few months, 

We just wanted to point out that, as I saic 
before, although we have not made any formal presentation, 
our views and opinions and feelings will be included in 
the brief presented by our parent organization. 

I would like to thank you, Mr. Chairman, for 


this opportunity, where we didn't have any written sub- 


THE CHAIRMAN: Well thank you Mr. McKay. 


KH 


think your voint is well taken. For my own part I am 


| 
| 
| 
| 
| 
\ 
mission, of making our interests known to you. | 
| 
inclined to believe that people who don't come forward : 


ct 


aren't dissatisfied with the way things are. Perhaps i 


is a little strong to say that they are happy, but at 
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1| least not very dissatisfied. If you find that the 
2) Canadian Labor Congress doesn't pick up all of your points, 


3] and you want to put in something else, by all means get 


' into touch with us. We are very glad to hear from such 
s| people as yourselves. 

6 Thank you very much for your remarks. 

7 THE SECRETARY: Mr. Chairman, I have three 

8] briefs which I would like to enter as Exhibits into the 
9] records. The persons aren't able to be here with us, but 


| 
| they have asked that I enter them on their behalf 


11! The first brief was submitted to us on June 
a che 25th by Mr. Edward G. Burns, of Bathurst, New Bruns- 
13) wick, which I enter into the record as Exhibit No, 112, 
14| 
i ---ZXHIBIT NO. 112: Brief submitted by Mr. Edward @G. 
Burns. 
16 | 
| 
I 
17 | 7 
The next brief was from Group Captain W.L. Orr, 
18 | 
| of Rockingham, Nova Scotia. This was received on the 
19 | 
| lith of June at our Head Office, and I would like to enter 
20 | 
| tnis into the record as Exhibit No. 113. 
21) | 
22, 
| -=--SAHIBIT NO, 113: Brief submitted by Group Captain 
23 | Wide, Orr 
| 
} 
2 
25 | THE SECRETARY: Next is a brief from Mr. John 
| : 
26 | G. Grey, of Saint John, New Brunswick, which was received 
27 | on the 11th of June, and which is entered into the record 
i 
98 | 26 Exhibit No. 114 
: 
29 | 
~---EXHIBIT NO 114: Brief submitted by Mr. John J Grey 
| 
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THE SECRETARY: Finally I would like to say, 
Mr. Chairman, that we had intended to enter a brief from 
the Retail Merchants' Association of Canada, Maritime 
Division, but unfortunately the briefs have not arrived, 
They did come to Halifax, They were recalled for some 
corrections, and as of this morning they are not here, so 
we will have to enter them in at the first opportunity. 
I know the Retail Merchants wished they be entered into 
the record here in Halifax 

However that is all Mr. Chairman. 

THE CHAIRMAN: Thank you Mr, Secretary, There 
being no further business--- 

HE SECRETARY: No further business sir, 

THE CHAIRMAN: Well, we have had a very inter- 
esting morning indeed, and a very good visit to Halifax, 

This stands over to next week, in Vancouver, 


THE SECRETARY: August the 12th in Vancouver, 


---2djourned, 


. 
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THE CHAIRMAN: Mr. Secretary, it is now 9.30; | 


\ 
I 


shall we begin? 


| 
| 
THE SECRETARY: I think we are all here. Mr. | 
| Chairman, the first brief this morning is being presented | 


6) bY the Fisheries Association of British Columbia. Mr. Fi 


,| Jones is present. Mr. Jones is Chairman of their Tax | 


g| Committee. He will introduce two of his colleagues who | 
| 

g|are with him and will speak to the brief. I would like to 

19|enter this into the record as Exhibit No. 115. : 
ee 

11| 

| --- EXHIBIT NO. 115: Brief of the Fisheries Association 

of British Columbia, 
13 
14 
| SUBMISSION OF THE FISHERIES ASSOCIATION 
15 
OF BRITISH COLUMBIA 
16 


Appearances: Mr. G.M. Ferguson 
17 Mr. F.L. Jones 
Mr. T.K. Milne 
THE CHAIRMAN: Thank you, Mr. Secretary. Mr. | 
i Jones, we are very glad to see you today. Before asking | 
you to speak I would like to say the Commission is delighted 
+ to be in this beautiful city of Vancouver, particularly | 
when the uduther is nice. You are appearing as the | 
Fisherles Association of British Columbia, and we would be | 
very grateful, Mr. Jones, if you would introduce your : 
colleagues to us, and I will introduce you to this Commis- | 
Sion, whose names you see before us, and would you teil us | 
little bit about your Association before we proceed to | 


xamine your brief? 


MR. JONES: Yes, Mr. Chairman. The gentleman on 


3 4] my right is Mr. G.M. Ferguson, Vice-President of B.C. | 


7a voluntary organization of some eleven canmers canning 

3 salmon in British Columbia. They account for, as we bay 
9| in our brief, approximately 85 to 95 percent of the total 
10 canned salmon in British Columbia and 80-90% of the —_ 
11 Those are the two main fish with which the fishery 

12, companies are concerned, We were requested to submit a 


13 brief and you have before you the results of our delibera- 


| Comptroller of Nelson Brothers Fisheries Limited. 


! 
iH 
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| 


Packers Limited, and on my left, Mr. T.K. Milne, Comptroller 
of Canadian Fishing Company Limited. I have been named as 


President of this Committee. My full=time occupation is 


The FPisherites Association of British Columbia is 


ee | ee 


4 


14. tions. We have little to add to the brief, but we will be 


15| Pleased to try and answer any questions. 


16 


17 


18 


| 
THE CHAIRMAN: Thank you, Mr. Jones. I am very | 
ignorant of your industry. While I have read your submis | 


sion I realize that the eleven members you speak of are 


19 engaged in both fishing and processing, I would like to 


99 know what is the relationship between the companies and 


71 the fishermen. You talk about financing the fishermen, 


97 | 89, therefore, they are not employees. They are selling 


23 


26 


28 


29 


/you fish. What kind of contract exists between you and 


25 | 


27 | 


94 these particular fishermen? 


MR. JONES: Those could vary, sir, according to 


| the company concerned and the fishermen concerned. I will 


speak from my own experience. My two colleagues may care 
| 


to comment. There are various types of fishing vessels. 


This could be very detailed and lengthy. Starting at the 


30 | bottom in size, the one-man gild netter. 


i 
\ 
| 
| 
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THE CHAIRMAN: The what? 


MR. JONES: The gill netter, 30 to 40 feet in 
3 length, and individual entrepreneurs, as you say. The 
4| financing agreement - the companies enter into these : 


5| agreements, conditional sales agreements on his boat, | 


6| the acquisition of the boat, and he agrees to pay the 

| company back the cost of the boat out of the proceeds of 
¢| ttoning over so many years. In return it is generally a 

| written or unwritten agreement that he will deliver his 
10| catch to the company that is financing him or he will give 
11| them first refusal. In addition to the boats on which we 


12| have these conditional sales agreements we also, of course, 


13) finance all the purchases of nets and gear which can be 
14) quite substantial. In these one-man boats it is often 
15|| $1,500 to $2,000 a year on nets and gear. i 
16 As I think we mentioned in our brief, in years ! 
17 of poor fishing you finance them for everything; for their | 


18 || day-to-day needs in addition to the capital financing which 


19) is covered by the conditional sales agreement. 

20 | THE CHAIRMAN: It may include financing to support 
21) their families and their livelihoods? | 
22 MR. JONES: Correct. | 
23 THE CHAIRMAN: That covers the one-man gil. net 

24) boats. Where do you go from there? : 
25 MR. JONES: That would cover the bulk in number. 
26 There are also the one-man trolling vessels. My company 


27 ||\doesn't have a great deal to do with these. Mr. Ferguson 


29 | arrangement is much along the same lines. 
| 


| 
j 
28 jor Mr. Milne could possibly speak to that. I think the | 
| 

| 
30 MR. FERGUSON: The arrangements would be | 
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5 1] 1enticanty the same; finance the troller, and usually tak 
| conditional sales agreements against the boat. We also 
| finance him for oil and his fishing gear. Our means of 
| recovery there is to try and get them to scvives their 
! fish to us on his books so a percentage can be collected 
6| against his account. This class of fishermen fish 


7| considerably up and down the coast and unless we have a 


3 fish camp in the area they generally sell for cash to 

g| Someone else so the collection of these is more difficult 
19, than the gild netter accounts. 

11) THE CHAIRMAN: You can't actually control the 
12| Sale of their catch? 

13! MR. FERGUSON: We can't control nor can we 

14, control their drifting up and down the coast, depending 
15 on where the fish are. 

16) THE CHAIRMAN: I observe you have a fisherman 
17; strike here, but that strike isn't of employees against. 


18 employers. 


19 MR. FERGUSON: No. 

*0) THE CHALRMAN: Am I correct? 

21 MR. FERGUSON: That is right. 

il THE CHAIRMAN: This is an argument between your- 


93 selves and the entrepreneurs who catch the fish as to the 
94 price you are going to pay for those fish? 

25 | MR. JONES: That is correct. 

26 | THE CHAIRMAN: Now, Mr. Jones, eee we take 


97), the point you raised --- 


28 MR. JONES: Excuse me, sir, there is one other 
29|\class of financing. There is one third class of financing. 


30 | After the gilders and trollers we come to the bigger seine 
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6 4} boats which have seven or eight-man crews. We are 


2 


3 


talking about boats costing $50,000 and up. These are 
financed by the companies, There are not so many of these 
as there are of the one-man boats, but there is a consi- 
derable number in the total industry. These being large 
boats over 10 tons one can register them. They are 
financed by the companies to the boatowner with the secu- 
rity being the marine mortgage registered against the 
vessel, There again, the boatowner enters Rhine charter 
agreement with the financing company whereby the company 
agrees to pay so much per day charter for a fishing vessel 
and turn over the catch to the company. 


The method of allocation of the catch is highly 


complicated, in that you have a boatowner - the company | 
chartering a boat and maybe another person who owns the 
net, all of whom get a share of the catch. Basically the | 
financing is done by marine mortgage. 

THE CHAIRMAN: The financing is done in very 
much the same way as the other boats. 

MR. JONES: But in this case you have a 
registered mortgage against the vessel, a registered 
vessel. 

THE CHAIRMAN: Instead of hire purchase and 
conditional sales agreement as you refer to it, thig isa 
marine mortgage? 

MR. JONES: Yes. 

THE CHAIRMAN: It is the same? 

MR, JONES: The individual crew members are not 


financed. 


THE CHAIRMAN: Theseine boats would come under 
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fé 1| the definition of fishing troller, which is appended to 
| 
2 | your submission as being eligible under certain circum- 


3| stances for subsidy. 


4ii MR. JONES: Yes, sir. That is one point I wish 


5| to make. I think you are leading up to it. Since submit- 
s| ting the brief I checked with the local Department of 
Fisheries, Federal Government Department of Fisheries, 
and their figures for last year, 1962, show 9,143. 
THE CHAIRMAN: What was the figure? 

10. MR. JONES: 9,143 fishing units in the B.C, 

11. fishing industry. This is everything from whale, herring, 

12) salmon, halibut, and only 13 were over 100 tons registered. 

13, There would be only 13 that would qualify for the subsidy 
14 as mentioned in our brief. Of these 13, five were whalers, 


15| and excluding the whalers there were only nine boats in 


16 the B.C. fishing industry which would be eligible to be 
17) under the terms of the Canadian Maritime Commission Act. 
1s COMMISSIONER GRANT: I would like to ask Mr. 

19; Jones one or two questions. Mr. Jones, the largest number | 


20 of fishing craft that would be in use in the industry in 


21. British Columbia would be in the gild net operations? 

22) MR. JONES: Yes, sir. 

23 | COMMISSIONER GRANT: About what would be the 

24 | average cost of one of those boats? 

25 | MR. JONES: My colleague say $5,000 to $15,000. 

26 | COMMISSIONER GRANT: How far off shore is their 
H 


27 fishing limits, their fishing grounds? 


28 | MR. JONES: They are all coastal. They can't 
29 fish beyond what the Department calls the surf grounds; 


that is three miles off Vancouver Island. 
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8 : COMMISSIONER GRANT: Does that also apply to the 
q| one-man trawlers? 

,| MR, FERGUSON: It is troller. They will fish 

4| off the west coast of Vancouver beyond the three-mile 


5| limit. Some of them fish in the inside waters. 


6 COMMISSIONER GRANT: That can be termed as shore 
7) fishing? 

8 MR. FERGUSON: All of them, yes. 

; COMMISSIONER GRANT: Then your larger units, of 


10 which you only have 13, how far out? 
11 MR. JONES: The larger units, the 13 vessels 


12] over 100 tons, in the B.C. Pishing industry last year. 


13 COMMISSIONER GRANT: Where would they fish? 

14 MR. FERGUSON: Five were whalers fishing out at 
15/ the west coast of Vancouver Island, Queen Charlotte 

16| tang - the rest would mostly be in the inside waters. 
17) MR. JONES: I don't know if I gave a misconcep- 
18| tion of the 13 in connection with --- 

19 COMMISSIONER GRANT: The subsidy. 

20 | MR. JONES: There are numerous large boats, 

21] halibut boats, that go out in the Bering Sea and these 

22| boats, salmon and herring - are halibut - they are not 
25) over 100 tons. They are big enough to go across the 

24| quire of Alaska into the Bering Sea. 

25 COMMISSIONER GRANT: Would they qualify for the 
26 | subsidy? 

27 MR, JONES: No, because they are not over 100 
28| tons - very few; maybe eight or nine. 

COMMISSIONER GRANT: Yes, thank you. 


THE CHAIRMAN: Before we proceed with the 
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1] submission, are there any more questions as to that portion 
2 COMMISSIONER PERRY:. I am wondering if the 
3]|witness could say roughly the proportion of the total 


4! catch which would come from these types of fising. 


b MR. JONES: I woldn't want to venture a guess, 


j\Mc. Perry. It fluctuates greatly from year to year. 

7| depending on the salmon. The figures for last year would 
8] probably show a breakdown of seine - seine boats probably 
| 


9| always catch more than gild netters in total. We had a 
10 lot of pink fish which is mainly their fish. 
11 COMMISSIONER PERRY: Perhaps to make the question 


13 


| 
| 
12a little more general, is the trendin the industry towards 
catching by using the larger boats or is the small man 


14 still important? 


15 MR. JONES: The samll man is still very importanti. 
16| There are certain areas in which only the small man can 


ij fish, certain areas.in which the larger boats can fish. 


— 
~“ 


18|| The whole industry is very closely regulated as to type of 
19 pier, time and place of fishing, in the interests of 


20 || conservation and proper management of the fisheries. 


COMMISSIONER WALLS: Am I right that the predomi- 
22|| nance of tne fish caught on the Pactific Coast 13 salmon | 
and halibut with about somewhere between 50 and 60 percent 


of your total fish catch being salmon and about 20-odd per 


cent halibut? In other words, your varieties of fish are 
1288, perhaps, than the varieties caught in the Atlee 

MR. JONES: Yes, sir. Member companies of this 
Association which I represent are primarily concerned with 
Salmon and herring, not halibut. 


COMMISSIONER WALLS: Dealing with the employment 


101 


2) 


3 
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of the fishermen, do you charge interest in financing 
these fishermen? Do you charge interest on the loans? 
MR, JONES: Yes, sir. 


COMMISSIONER WALLS: Therefore it is really a 


| revenue producing. activity. My next question, then, 


| would be: do you not encourage them to be indebted to you 


so you are able to hold them to your particular packing 
plant? 

MR. JONES: Encourage is, I think, too strong a 
word. As an accountant, no. If you talked to some of my 
production managers I am not sure what your answer would 
be. 

COMMISSIONER MILNE: Mr. Jones, I noticed this 
morning in the paper, and it seems to me this applies 
right now, there is too much expensive gear. Would you 
like to comment on that? 

MR. JONES: As an individual, and I think Mr. 
Ferguson - we all agree there is too much gear. What one 
must realize, I think, in this context, is that the ocean 
fisheries are natural resources belonging to everybody, 
every Canadian; every world citizen, for that matter. 
if you with to go up the street, pay a dollar, and go out 
fishing. There are so many gamblers, so many people that 
think they can go out fishing and make it pay. 


We, the companies, wish to make sure that we get 


our share of the available fish. While we don't encourage, 


as Mr. Walls says, these fellows to get in debt, a fisher- 
man comes along and wants to go fishing we are reluctant 
to turn him away. The problem of too much gear is a fact. 


I would say many people like to try their hand at fishing. 


2 


29 


30 
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COMMISSIONER GRANT: You'would like a corstant 
supply? 

MR. JONES: Right. This problem of too much 
gear is a big problem. This Government looked at it 
and published a lengthy report. No action was taken 


because there is really no equitable action that could 


| be taken so long as it is a natural right to go fishing 


unless we want to adopt the Russian system. 
COMMISSIONER GRANT: Are there many, what the 


industry might call, moonlighters? Are there many people, 


| that go out fishing and sell their catch, whose principal 


| occupation is not fishing? 


MR, JONES: There are some, sir, yes. 
COMMISSIONER GRANT: Is that a factor in the 
supply? 


MR. JONES: I would say no. 
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| 

| 
Fraser River, it was a hot year, and the loggers found | 
themselves a little boat, found themselves a little net, | 
and off they went and caught fish. It is not really 4 | 
factor every year. | 
COMMISSIONER GRANT: The small licence fee is | 


not detrimental to the industry? 


MR. JONES: No. 


| 
THE CHAIRMAN: I am still not very clear as to 
just how the fisherman disposes of his catch. You told 
me that he gives you a right of first refusal, or some 
kind of undertaking to dispose of his catch to the concern 
which finances him. Do you, generally speaking, have the 
same kind of contracts for financing with the fishermen? | 
Are they all exactly the same? | 
MR. FERGUSON: I would say yes. | 
MR. JONES: Yes. | 
THE CHAIRMAN: What do they provide in this 
respect? Do they contain a clause that the fisherman 
agrees to give the other signatory to the contract the 
right of first refusal of his catch? | 
MR. FERGUSON: Yes. 
THE CHATRMAN: That is written in just as plainl 
as that? 
MR. FERGUSON: Yes. 
THE CHAIRMAN: Are there any further questions 
before we get to the main suggestions? The first sugges- 


tion that you put forward is that the advances to fisher- 


men should be allowed as deductions from income. [ take 


it that you intend, when the advances are recovered, that 
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2 41] they be brought into income. In fact, you say that. 
2 MR. JONES: Correct. 
3| THE CHAIRMAN: Would that be your method of 
4| determining income? It is not now followed, I presume, 
5 by yourself, apart from income tax. You don't, for your 


6! own purposes, write off these advances against income? 


7 MR. JONES: The company that I represent does, 
| yes. 
9| THE CHAIRMAN: You do write off the total 


10| advance? 


11 MR. JONES: We did until a few years ago. 

12 THE CHAIRMAN: But you don't now? 

13| MR. JONES: Not at present. 

14) THE CHAIRMAN: Why did you change; because you 


15| believed it was the right way to do it, I suppose? 


16) MR, JONES: Yes, I believe the old way is the 


17) right way. Can I say circumstances prevailed, but we 


18 || believe that that should be the way 1t should be looked 
19/ at from the taxation point of view. 

20 | THE CHAIRMAN: I take it that what you are advo- 
21, cating is not the general practice, despite what you do 
Dl vounaer, or what you did yourself? Most companies carry 
93, these items as advances? 

24 | MR, JONES: Less a substantial reserve. I can 
25 only speak for my own company. This is in my own case. 

26 | THE CHAIRMAN: There is no uniform Ceacticen 

| MR. JONES: Not that I know of. There is not 

| tax-wise, but I can only speak for my own company. I 


| 

| 

t 

29 | cannot speak for my colleagues beside me. 

| THE CHAIRMAN: The reason I am asking is if you 
| 

| 

| 
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&3 1 think this is the best method of determining income, I 
| would assume that would be the way the industry would 

3 keep their books, because you could hardly come forward 

4| and say that the Department should determine income in a 

S| way which is totally different from yours. 


6| MR. JONES: This is a fine argument, but when 


7| the shoe 1s on the other foot, the Department couldn't 
g| care less. 
9 THE CHAIRMAN: I don't foliow you. 


10| MR. JONES: You are asking us now to keep our 


11 books and the Tax Department say that is the proper way to 


12 do it. 

13| THE CHAIRMAN: No, I am not at ali. I am simply 
14| saying if you suggest this is the right way to determine 
15|| income, then presumably you would use the right way so as 
16|| to determine your own income. I want a support your 
17|| Own argument. 

e MR. JONES: Part of our argument is based on, 


19\| as we mentioned, what the other primary industries are 
20|| allowed, and, of course, they are not dealing in advances 


21| to a third party. Their expenses are laid out, just as 


22\| ours are, in acquiring the raw product which they manufac- 
23|| ture; there is no third party involved, but in other 


24| primary industries, agriculture on the east coast, toa 


25|| certain extent, there is a sort of financing which is done | 


26) by means of subsidy, aS we say. 
27 We don't get any subsidy in any way, shape or 


28 | form, and yet we do this financing, and we are speaking of 
| 


29| millions and millions of dollars, not in tens or thousands. 


| 


a MR. FERGUSON: There is not other means, that we 
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41 know of, at the present time, of financing these fishermen 
2| No financial institution will take them on. They are a 


3| poor risk to start with. No government institution will 


4| finance them, the same as they do with the farners or 
other people. These advances are made for one purpose and 
6, One purpose only, and that is to catch fish. 

7 THE CHAIRMAN: I would think that is the proper 
jay to proceed. My question is: what is the right way of 
g| arriving at the income of your business? That is the 


10/ question I am asking. You are not making it very clear to 


11) me. 
12) MR, FERGUSON: The right way to arrive at the 
13; income is to write off the advances. The correct way to 


14; arrive at the advances would be to write them off. 


15 || THE CHAIRMAN: The income. 

16| MR, FERGUSON: The income. 

17 | THE CHAIRMAN: Would be to write off the advances). 
a MR, FERGUSON: Would be to write off the aA 


19 because they are part of acquiring the fish. The Depart- 


ment has not seen it that way over the years. Other 


nN 
(=) 


bo 
—s 


| companies have in the past written their advances off in 
92| full and the Department have disallowed it. 


23| THE CHAIRMAN: Do they all write them off? 


25|| some companies have. 
26 MR. JONES: At the end of the fiscal year. 


7 MR, MILNE: I would suggest the write-off in our 


28 | books might be in excess of the allowance that we take for 


29 || tax purposes. 


30 COMMISSIONER GRANT: The industry, in its wisdom, 


24 | MR. FERGUSON: No, not all companies have, but 
{ 
! 
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Pi a 
“euate 


1| through its expenience over the years, has decided that it! 


2; 1s better to depend upon this type of financing, that is to 
: : 
| 


3); have the boat registered in the name of the fisherman and 
: the company put up the money and look to the fisherman to | 
| | 
| repay that loan out of his catch, than it would be for the| 


| 
| 
‘ company to own the boats? 


7 MR, FERGUSON: The costs are less in the long | 
| 
8 run. : 
9| COMMISSIONER GRANT: If the company owned the 
0 boats, of course, then it would take its depreciation, | 
11) THE CHAIRMAN: The proposal, as I understand it, | 
os Mr, Perry, is tnat the advances as they appear at the end | 
131 of the year on the balance sheet of these people shall be 


| advances are recovered, they will be brought back into 


| 

: 
| completely charged against income and as and when the 

| 

| income in the long run would be collected the same amount 
2) as they are now, but they wouldn't be collected quite as 
| fast, 


COMMISSIONER PERRY: Is this what your proposal 


| 
20 does mean, Mr. Jones? I am reading paragraph 2, at the 


21|| bottom of page 2, and I must say that is nat the way I | 
22 read it myself, It seems to me you are looking for a net | 
23|| position vis-a-vis the fisherman, | 
24 MR. JONES: I think if we can get away with what | 
25|| the Chairman suggested, we would be very happy. 

26 COMMISSIONER PERRY: I have no doubt, but I 

27 don't think that is what you are proposing, 

4 MR, JONES: More power if we could, If from now 


99 | on, if we could come to some agreement with the Revenue 
30 || Department as regarding this total right now, we doubt 
I 


| 


6 1 
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very much they would say, "Okay, you can write off that 
$15 million." But, 1f from now on the amount by which 
that increased could be allowed as a charge against income 
and conversely, if it decreased, could be brought in as 


credit to income - in a bad year we suffer badly. We 


| advance the fishermen in a bad income year. That is the 


year that our accounts go up astronomically and we have 
to carry it and are not allowed to write, apart from a 
small reserve, it off. 


In a bad year, when the accounts go up astrono- 


mically, if we could be allowed to charge that off as cost. 


THE CHAIRMAN: What is the experience of the 


collection over the years? Would the loss have been 


| Substantial? 


MR. FERGUSON: Yes. 

MR. JONES: Yes. 

THE CHAIRMAN: Do you have any percentages or 
any support for it? 

MR. JONES: No, sir. This, of course, is a 
matter for each individual company. 

COMMISSIONER WALLS: Don't you accentuate your 
profit in the good years? Say your loaning is very heavy 
in the bad years, you write it off in the bad years, and 
then you take it back in as income when it is repaid in th 
good years. This is also a good year for your fishing, 
and a good year for repayment, so you are actually accen- 
tuating the income position of good years? 

MR. JONES: Yes. 

COMMISSIONER WALLS: Is there anybody, then, in 


the fishing business who is not in the processing who can 
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MR, FERGUSON: Yes, sir, 

MB. JONES: I think the five-year averaging is 
taken advantage of by individual fishermen, 

MF FERGUSON: I think there were one or two 
companies - they are out of existence now, just in fishing j|- 
and they took advantage of it, but I think they are now 
out of existence, 

THE CHAIRMAN: The reason that you don't incor- 


porate fishing activities, apart from the processing acti- 


vities, is because it is, I presume, more important to br 
together your profit and loss as between the two than it 1 
to secure averaging benefits allowed to fishermen, Anyth 
further on number sistea I think we understand your positio 
all right with regard to this and we will continue to 
look at it, 

The next item you put before us relates to 
co-operatives, and you come out with very definite recomme 
dations; to repeal two sub-sections of the Act, 

I suppose you have considered what the effect of 
what is called pricing-out would be on your own business; 
the reduction in their prices, so that they in fact show n 
profit, Would you say it is not practical for co-operative 
to do that? Have you considered that? 

MR. JONES: No, sir, 

COMMISSIONER WALLS: I think there must be some 
| misunderstanding in your recommendation following that 


| where you state, at (4) -you recommend that Section 75(1), 


which provides for the deduction, in computing taxable 


income, of patronage dividends; being as these are 
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producer co-operatives, then the fisherman has to show the 
patronage refund that he receives as income, so that if yo 
were to do what you suggest, you are then asking for 


double taxation, aren't you? 


You see, in the consumer co-operative, the patron- 
age refund is non-taxable, but in a producer co-operative, 
whether fisherman or farmer, the refund is taxable in the 
hands of the recipient, Now, if he is going to be taxed 
for it, then what you are asking for here is he should be | 
paying a double tax for it, 

MR, JONES: Just the same as a shareholder of 
B, C, Packers Limited, 

COMMISSIONER WALLS: Except that he gets 20% tax| 
refund, | 

MR, JONES: I wouldn't object to that. 

COMMISSIONER WALLS: You don't say anything about 
that in here, 

COMMISSIONER PERRY: To your knowledge, Mr, Jones, 
does the co-operative have about the same general relation| 
with these fishermen as a private company? That is, the | 
same kind of agreement, plus the patronage dividend | 
feature? It isn't fair to expect you to know this, but I 
just wondered whether you did, 

MR, JONES: That agreement is evidently stronger 
than ours with the fishermen, 

COMMISSIONER PERRY: As to the undertaking of th 
fishermen to the co-operative? 

MR, JONES: Yes, 

MR, FERGUSON: The financing is done mostly 


through the credit union and they must deliver to the 


M~ A 


a 
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9 1| co-operative, once they are members of the co-operative. 


i 
i 
i 


3| COMMISSIONER GRANT: TI think I would like to 

’ know, if you have the knowledge available to you, a little 
| bit on how the Prince Rupert Co-operative was formed and 
6, when? How many members would it have? 

| MR. JONES: I am a newcomer in Canada. It is 

5| vetore my time. Mr, Ferguson? 

ol MR, FERGUSON: I am not just sure of the date 
10) when it was formed but it was quite a number of years ago. 
11/2 would say it has been in existence about 15. 

a THE CHAIRMAN: Would it deal with a substantial 
13) share of the catch? 

Wy MR. FERGUSON: It represents a substantial share | 
Is of the halibut catch but not altogether of the salmon 

16| catch, As yet, it is only restricted to the northemareal.| 
Botts well, at the moment. 

i THE CHAIRMAN: Substantial would be what; 15 to 
19 25 percent? 

v0 MR. FERGUSON: Of the halibut? 

a1 THE CHAIRMAN: Yes. 

22 | ‘COMMISSIONER WALLS: I think it is 10% of the 
23|| total. 

a MR. FERGUSON: I would think about 20, maybe 
95 | 20% of the halibut catch. 
6 COMMISSIONER GRANT: On the east coast the 


2| They can't get out of it. 


7 | co-operative movement in the fishing industry, I think, 


| 


ey 6% its beginning because of the fact that the companies 


| 
| 


29 | didn't provide too steady a market for the catch in 


30} certain localities, and the marketing end of it fell to 
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10 1] the fisherman himslef, unless he was fortunate enough to 
2|| be able to be in an area where the company boat would call 
3|| to take his catch and my limited knowledge of the movement 
4] would lead me to believe that they got together in an 


5] effort to have a more orderly system of marketing. 


6 Would that apply to the Prince Rupert Co-oper- 

7 tive? 

8 MR. JONES: No, sir, 

9 MR, FERGUONN: At no time has that applied here, 
10 COMMISSIONER PERRY: Is this the only edlopera. 


11) tive in the fishing industry? It's the only one you mention, 
12|| I just wondered if it is the only one, 

13 MR, FERGUSON: There has been the odd fishing 

14) co-operative on the west coast of Vancouver Island, This 

15| was for trollers, This would be the only one that I know 

16|| of that is in existence here, 

17| THE CHAIRMAN: The next matter that you bring 

18 forth relates to capital expenditure, page 4, running over 

19| to page 5, and you recommend an investment allowance of, 


20| say, 30% of the capital cost, allowed as a deduction from 


21| taxable income in the year of the expenditure, in addition 
22| to normal capital cost allowances, It seems to me the 
23| investment allowances have somewhat the character of a 


24|| subsidy in that they permit a deduction from income 


25| of more than 100% of cost, If they did that, you are able 


26|| to reduce your taxes by more than what is a fair deduction 
27| for determination of income and, are therefore, very 

28) distinctly an incentive, 

29 We, of course, are wondering what the effect of 


39 || such an incentive might be, You apparently believe that 
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MR. JONES: ‘Partly, sir, and plus the fact and 
boats that you have invested in wouldn't necessarily belo 
to the companies of the Association. We are talking of t 
industry. The fishermen own the majority of the boats. 

THE CHAIRMAN: You say there is an excess of 
equipment at the present time. I didn't know whether 
that meant an excess in the number of boats. I suppose, 
perhaps, it does. Doesn't this tend to increase the 
number of boats? 


MR. JONES: Not necessarily; it could. It 


| could lead to better equipment, replacing of the poorer, 


| older, vessels at present by more modern vessels. 


THE CHAIRMAN: Do you think there is a greater 


| Heda for incentives for your industry than for re-equip- 
| ment of Canadian industry in general throughout the 


nation? 


MR. JONES: No. 

THE CHAIRMAN: You think this ought to go along 
with everything else? 

MR. JONES: Correct. We thought in writing 


this brief - the request was in respect to the fishing 


industry and we have carefully avoided the whole gamut of 


taxation. 

THE CHAIRMAN: That is fair. 

COMMISSIONER PERRY: May I ask again, who would 
be the registered owner of the largest type of boat, the 
seine boat? I see in my notes that these are financed 
under marine mortgage and that the operator undertakes to 
fish for a certain number of days for the company. Would 


he be the one who would be able to claim the depreciation? 
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MR, JONES: Some of them are owned by the 
| companies, I wouldn't like to say it is 50-50. Some owned 
by ey 

COMMISSIONER PERRY: I am just wondering if the 
situation where the companies own the boats had been | 
touched on previously; what is the arrangement there? 
Is the crew employed? 

MR. JONES: No. We charter the boat or we get 
a skipper to take a boat and he has a union crew and it | 
is the same as if it was a private-owned boat. | 

THE CHAIRMAN: =A charter fee paid from the : 
fisherman to the company for the use of the boat? 

MR. JONES: No, the agreement on these large 
boats - there are seven-man crews, sometimes. It is very 
complicated. If the gross catch was $22,000-worth the 
crew gets seven-elevenths ~ I use $22,000; you could take 
anything, and the other four-elevenths is split between | 
the boatowner and the net owner and a special commission 
to the captain, who might not be either the boatowner or 
net owner. This can get very involved. Basically the 
boatowner, whether the company or the individual fisherman ,, 
share four-eleventis of the total catch. | 

COMMISSIONER WALLS: Am I not right that the | 


industry is highly competitive with the fishing industry | 

in the United States, or is it? : 
MR. JONES: Highly competitive with the fishing 

industry in the United States in our fishing operations 


or marketing operations? 


MR, JONES: In the fresh fish field my company 


| 
| 
COMMISSIONER WALLS: Marketing operations. 


Syed 
2| 


3 


| 
4| 
: 


5 
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doesn't deal, 

COMMISSIONER WALLS: Maybe I had better give you 
the reason I am asking this, I was wondering if you felt 
that competitively they had an advantage because, I believe, 


the United States now provides an investment allowance 


/ which is applied against the actual tax payments, 


MR, FERGUSON: I think that is right, yes, they 


| do, 


COMMISSIONER PERRY: That is about the British 


_ allowance of 30%? 


MR, JONES: Yes, sir, Mr, Carter, I would like 


| to, in defence of that bit about Canadian - we did 
| einalize our paragraph by saying "should provide an incent 


to Canadian industry," not the fishing industry, 


THE CHAIRMAN: I am sorry, I didn't realize it 


extended beyond fishing by those words, Thank you, 
Moving on to business losses, you suggest that instead of 
_ being carried forward for five years only that the restric 
| tion be removed, This is not the first time we have heard 
| this suggestion, I really don't know what is against ib. 
|one thing I do kmow which would work against it might be 

| the fact there is a great tendency to trade in these pe 
_ losses, and certainly the trading would increase if they 

|“ atan't die out in five years, There is no doubt about it, 


| That is perhaps not enough reason for not granting it. 


Some countries do, I believe, 

MR, JONES: Yes, 

THE CHAIRMAN: I was going to just enquire if 
you are aware of any instances where people have failed 


to recover their losses because of the five-year 


4 1 


2 
| 
| 
| 


5| 
| 


the privilege of carrying back. 
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limit in your industry. 
MR. JONES: I don't kmow. <= dount it. I think 
if you came back next year after the year we have had I 
might possibly be able to answer that in the affirmative. | 
TE CHAIRMAN: You think you might be able to | 
answer in the affirmative because of the strike this year? 
MR. JONES: Yes. | 
COMMISSIONER PERRY: I am just wondering if the | 
witness had thought at all of the alternative of a nore | 
extensive carry-back of losses. It is argued by some 
people there is a much greater advantage in a loss year, 


when obviously you are in a bad state, to be able to carry | 


| that back to a previous year in which you have vaid taxes | 


| and obtain a refund of taxes in that year rather than in a. 


prosperous year when you have a profit to be able to bring | 
forward a loss of a previous year, which is a nice thing to 
be able to do, but isn't nearly as imocrtant, it is Se | 
as being able to have cash in a poor year. Have you 
thought of that at all or is this just that you think the 
five-year limit is wrong? 

MR. JONES: I think it is like Alice in Wonder- 


land. I never considered it. I would go along with yon 


{ one hundred percent on that. 


COMMISSIONER PERRY: We are trying to keep open | 
minds on all these things. 

MR. FERGUSON: The only difficulty that may 
entail is new companies starting out, particularly some- 
body in a primary industry, where the first two or three 


years of operation may be loss years and you wouldn't have | 


2 


3 


4 


6) 


9) 
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COMMISSIONER PERRY: For a continuing company 
there does seem to be some advantage, 

MR, FERGUSON: For a continuing company. 

MR, JONES: We could see no reason for this 
five-year limitation, 


THE CHAIRMAN: I have given you one reason for 


| it, If there is validity to that-what would be a reasonablle 


period for a limit rather than five years; would it be six 
or seven? I suppose seven would take care of most of your 
troubles, wouldn't it? 
MR, JONES: Yes. 

COMMISSIONER PERRY: I think the administration 
would begin to rebel at one point or another if, in 1980, 
they had a loss for 1954 brought forward when all the 
records were destroyed, 

MR. JONES: If the company was still solvent, 

COMMISSIONER WALLS: I notice you emphasize this 


fact of loss, mostly based on a four-year cycle of sockeye 


| Looking over the figures from 1951 to 1961 you had sock- 

| 
| eye years in 1954 and 1958, but generally speaking, in all) 

| 
| Of the other years, the value of the landings was reasonably 


| even, Wouldn't you adjudge or set up your business to sa 


car of the normal years. rather than base it on every four 


years of sockeye? Why necessarily would - the sockeye 


| cycle mean you are facing a loss in all the other years when, 


looking at this, I would say the average value of haul is 


about 34 million every year. 
MR, FERGUSON: I would think one answer may be 
that the sockeye is far more readily saleable on a world 


market, You have the British market and the Canadian 
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6 1 market and therefore your carrying costs are considerably 


| things. British people are not used to eating pink salmon! 
H 

and you have to work a market to sell it. As time goes 
| along, if you are sure the pinks will give you a constant | 


| wOlume - we had a terrific volume last year. Unless you 
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lower on sockeye, With the pink we had last year, while | 
their dollar value would be up, we will be carrying some | 
of that for two or three years with insurance costs, 

interest and storage. Your profit margin on pinks wouldn' 


be necessarily the profit on a saleable product like sock- 


eye. 


COMMISSIONER WALLS: You can't get your business | 
on a profitable basis on other types of salmon other than 
sockeye? 


MR, FERGUSON: That is one of the unfortunate 


! 


can make the service constant it is difficult to work up al 
market, | 

MR. JONES: You realize this agreement with| 
the fisherman - we undertake to buy all the fish that he | 
delivers at a minimum price, whether we want it or not, | 
right now we have a year's pack of pinks, 

THE CHAIRMAN: Anything further? 

COMMISSIONER GRANT: Just before leaving, it 
was running through my mind in your discussion this 
morning that your problems in the fishing industry are in 
the fishing end of it rather than in the processing or mark- 
eting end. In the fishing end you have problems and your 
principal objection to taxation as it is now applied is that 
you are not allowed to anticipate your loss to the extent 
that you think you should by use of ordinary - write-offs 


and depreciations, 
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7 1) If you owned yourequipment you would take off depreciation 
which would give you a certain depreciation reserve but 


because of the nature of business you can't set that up 


| and therefore you are looking for other forms of relief 

: that might be available to you, I just wanted to satisfy 
i myself your problems are in the fishing end rather than in 
7\| the processing or marketing, 

8 MR, FERGUSON: I would think it is a compounded 


9| factor in the fishing end, 


10| COMMISSIONER WALLS: Mr, Perry says he imagines 
i it is more in the banking end than anything else, 

12, 

13 | _.-(OFF RECORD DISCUSSION) 

14) 

15 THE CHAIRMAN: Moving on to consumption taxes, 


16) I think you rather surprised us; you object to the possibi 


— 


=" 
wy 


lity of value-added taxes believing it would increase the 

18) cost of your product and damage it in the world market. 

19| One thing that has been said about the French form of 

20| taxation is that it has weighted tax on to consumption rather 
21|| than income tax and because consumption taxes are omitted 


22|| in the case of exports that their exports bear less taxa- 


tion than do those leaving this country. 


I would have assumed that if we followed the 


same pattern of reducing our income tax and increasing 
consumption taxes, and by the use of some such tax as 
value“ aaaed tax gave up all taxation on exports, that we 
would be in a more favourable export competitive position; 


is that not s0? 


MR, JONES: If we gave up all taxes on exports, 
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THE CHAIRMAN: It is not usual to charge Me: 
tion taxes on exports under any system, 

COMMISSIONER WALLS: Maybe I might just ask one 
other question dealing with that, Would you object to 
consumption tax if all foodstuffs, including your canned 
foodstuffs, were exempt? Most foodstuffs today are exempt 


from sales tax irrespective of whether value-added or 
manufactured sales tax or retail sales tax As if your 
product is exempt would you have the same objection? 
MR, FERGUSON: No, I wouldn't, 
MR, JONES: The only aa luecadged tax I have ae 


of personally is in France, where a can of salmon imported 


into France double in value before it gets to the store, 


before the retail price is marked on it. I appreciate it | 
is an import into France, Certainly foodstuffs are not 
Datei: 

COMMISSIONER WALLS: They are exempt for export, 
therefore if somebody else's salmon went into France they 
have to pay the same tax as you are worrying about having 
to pay. 

MR. JONES: DEE tax in primary industry 
depends upon. what value the tax is added to, If it was 
regulated in one way it would do us no harm and in another 
way it would add to our problems, 

THE CHAIRMAN: The French vatueladted tax is 
25%. Of course, when you ship your salmon into France, 
and, from what you say, in that country it is a pretty 


high levy - if we impose this in Canada, it wouldn't 


presumably affect the export value of your porduct and 


| 
3| 

| 
4 | 


5. 
6) 
7} 


gj 
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\ 
if 
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therefore I wouldn't think it would do any damage to you. 
MR. JONES: If it didn't affect the foodstuffs 
in the domestic market-tredomestic market is still a big 


market to us. The percentage varies from year to year; 


maybe 60-50. The domestic market still accounts for 60% 
of our canned salmon.’ 

THE CHAIRMAN: I think we are all clear on that. 
| Unless you have anything more to say to us we are satis- 

| fied with regard to the questions we have put to you. We 
“will continue to reflect on your statements. I am rather 
| interested in your point that all advances should be 

| written off. The implications of that would extend, I 


/would think, beyond your industry, because I can think of 


other industries which deal in advances in somewhat the 
same manner; people cutting in the woods and things like 
that. Perhaps all these advances should be excluded as 


assets; I don't know. 


RN 


ipwi 


11} 


A 
“euat 
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Certainly I believe one should be cocerned in a matter of | 
this kind, primarily with the appropriate determination of 
the income, and then after that be concerned about incen- 
tives. 

I think one should look at it step by step. I 
am a little impressed by the fact that you people seem to 
take the view that income is best determined by writing 


off these advances. I wonder if your auditors, who will be 


the impertial observers of this, will agree with you. 


Perhaps I should make some enquiries and see. 


MR. JONES: May I add to that? They did help us 


12| quite a lot in preparing this brief. 


13 


14 


THE CHAIRMAN: Do you think they would be 
prepared to state that the best way to determine income, 


in the case of your company, would be to write off all 


the advances? 
MR. FERGUSON: Would you like the name of our 
accountant in each case? | 
THE CHAIRMAN: If you care to write us a letter | 
to that effect, yes, I think I would very much. 
MR. FERGUSON: So you can check «ith them. 
oe CHAIRMAN: Yes. I think I would -like to ask 
them if they would agree with you on that score. 
COMMISSIONER PERRY: I am afraid his own firm 
might be auditing one of your accounts. 
THE CHAIRMAN: Perhaps I am a little biased in 
this respect. I think I will get an impartial view. 
Thank you very much indeed. That is an interesting submis 


sion and we are very glad to have seen you. 


We will now take a five-minute break. 
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2 1| --- Short Recess 


2| 
| 
3| THE CHAIRMAN: Mr. Secretary, may we resume? 
4) THE SECRETARY: Mr. Chairman, the second submis- 


5 sion this morning is being presented by Mr. H.S. Brown, 


6 who is owner of the Kings' Way Lamp and Manufacturing 


seiain-chictadirtatibiiccinanini dicaani te titiriataatahar cinicnientt tats dana og atetac ate ins ee ter 


7. Limited. Mr. Brown is here this morning to speak to his 


8 brief which I now enter into the record as Exhibit No. 


9 116. 
10 
11 --- EXHIBIT NO. 116: Brief of the Kings' Way Lamp and 
Manufacturing Limited. 

12) 
13 

i SUBMISSION OF KINGS' WAY LAMP AND 
14; 

MANUFACTURING (1960) LIMITED, 

15| 

Appearance: Mr. H.S. Brown 
16, 

THE CHAIRMAN: Good day, Mr. Brown. We have 
17} : 

| your submission, which we have all read, and we will have 
18 | 

| some questions to put to you. You are a manufacturer and 
19 | 

| importer both, I think, from what you have said. 
20° 

l MR. BROWN: More importer now than previously. 
21) 

| THE CHAIRMAN: And you address yourself to us 
22} 

| because you are interested in taxation and because of its 
23 |i 

| effect on your own business? 
24 | 

| MR. BROWN: Yes. 
25 

THE CHAIRMAN: We are very much concerned about 

26 

| the charge that is made by you and by many others to the 
27 

effect that sales tax is applied in larger amounts on 

28 | 


domestically-produced goods than it is on similarly 


imported goods. 
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MR. BROWN: Yes. 
THE CHAIRMAN: We have asked people if they could 
give us examples of this. So far we have not been able to 
secure much in the way of concrete evidence and as we read 
this, we rer yy. you could help us in that at all. 

MR. BROWN: I have tried my best to go over this 
- I had:sent Mr. Hees the last information I had. IfTI 
could give you an instance of what had happened with our 
company, or our industry ---- 

THE CHALRMAN: I wish you would. If you could 
quote figures, we will take them down and add them up. 

MR. BROWN: At one time we paid 23% duties on 
shading materials coming in to Canada. That was plus 
sales tax. These are rolls of materials. Under our last 
Federal Government that was increased to 27%. Now, today, 
we can still bring in the finished material, which include 
the shades made up by American and European labour and only 
pay 223%. 

THE CHAIRMAN: We are really trying to get at 
Sales tax, not duties. 

MR. BROWN: This is @ portion of our problem. 
Where our basic raw materials duties are sometimes 
higher than the finished goods, it reflects in our own 
finished product here. 

What happens; we operate under Section ET111 
which does not allow us to set up a price on an item. 
We pay sales tax on our top selling price, which includes 
all our costs as a wholesaler. 


THE CHAIRMAN: Would you like to proceed, Mr. 


Walls? 
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COMMISSIONER WALLS: I have one or two questions 


| here. You say that you favour both provincial and federal 


taxes to be collected together? 
MR. BROWN: That is right. 


COMMISSIONER WALLS: Would you recommend their 


. being collected by the Federal Government? One government 


collecting both. 
MR. BROWN: Yes, I would say either one. It 
doesn't really matter. They both have got competent men. 


COMMISSIONER WALLS: What do you think would be 


' the consumer reaction to payment? First of all, the 5% 
i B.C, tax and then paying the federal tax on the consumer 


| level would bring it-instead of 11% be 84. 


MR. BROWN: Yes. 
COMMISSIONER WALLS: So you would have a 13% 


sales tax. What do you think would be the consumer reac- 


| tion in this province to a sales tax of 134? 


MR. BROWN: Well, I honestly don't think you 


| would get a bad reaction, if they were made to understand 


that in some cases now they are paying as much as 80% of 
the original manufacturing price in sales tax, hy the time 
they pick it up from a retail store. 


If I can use just a general example; I am making 


| an item for $10 - I sell it to you as a distributor, 


| charge you plus tax, which would be, let us say, 11%, to 


keep it in round figures. So the cost is then eleven. 


| If you double your cost, double it again, the wholesaler, 


and the retailer doubles it again, that original dollar 
tax is up to $8. 


COMMISSIONER WALLS: Yes, I understand about the 
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51) pyramiding but you feel that consumers generally, if there 
2| was a public relations campaign put on, would accept sales 
3) tax as high as 13%? 

‘| MR, BROWN: I really do. I have talked to a fa 


5} number of people in the past five years and I have tried t 


i 
6! get something done in respect to our own company, until we 


| just quit, and there is none of them have had too much 

ob jection. 

9 One thing that I would very much like to see is 
10| a minimum down-payment at the retail level that would cove 


11| taxes. There are firms in this town now - not allied to 


12 us or our industry - that you can buy an item today; you 


ee ee | 


13) don't pay anything until next January. The small man 
14] can't meet it. 
15 COMMISSIONER WALLS: I notice that you say "Do 


16 you realize that sales tax is collected on any product 


17 that may have to be sold at a loss?" Now, if you, as a 
18 manufacturer, sell a product at a loss, you take the manu- 


19 facturer's loss? 


20 MR. BROWN: Yes. 
2] COMMISSIONER WALLS: But surely the buyer pays 
22) the da7-¢ tax? In other words, sales tax is added. The 
ave. of your product pays the sales tax so you don't have 
to take the loss on the sales tax. 

MR. BROWN: No. This is a personal bias here. 
If I were to produce an item for any number of dollars, 
and find I have guessed wrong, when I sell that - let us 
say I sell it at half my cost - I still have to add the 
tax. When I go to a wholesaler or retailer, they don't 


look at my cost. They look at their total cost. Again, 
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os if I use a $10 item, I should be getting $20 from that 
9| retailer or wholesaler, whichever the case may be. My 
3| cost is $10 plus tax, or $11, and this is something that 


4| has always been a personal gripe. 


| 

5 || COMMISSIONER WALLS: You don't absorb the sales 
i 

the yourself? 


MR, BROWN: I sell tax-included in each case. 


7 

| ; 
8 COMMISSIONER WALLS: You do sell tax-included? 
9 MR, BROWN: Yes. We have found we have less 


10| argument. We have got small retailers that still can't 
11| sign their own name. When you add tax on to a product to 
12|| them, you can have the whole order bounce back on you 

13/ because they feel that you have charged them in excess of 
14] wide you originally told them. 

15 You find quite a lot of this type of thing in 
16| some of the bigger areas. 


17 COMMISSIONER WALLS: Would you say that this 


18) situation applies to quite a number of smaller manufac- 
19| turing concerns? 

MR. BROWN: It does. 

COMMISSIONER WALLS: That is very interesting. 
THE CHAIRMAN: There is no compulsion to show 


the tax in the law as it now stands? 


MR. BROWN: No. 

COMMISSIONER WALLS: Mr. Brown, one thing that 
I notice you mention; that your average earnings in your 
industry is 2.5%? 

MR. BROWN: Yes. 


COMMISSIONER WALLS: And you want to encourage 
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T1| capital from the bank because of the low earning of the 


MR. BROWN: That is true. 

COMMISSIONER WALLS: Well, do you really think 
| that a foreign investor would be any more ready to invest 
| in an industry that is only showing a return of 23% than 
| our own banks? 

MR. BROWN: When there is a spread of distribu- 
| tion, they don't mind, because they feel they can make it 
up in other ways. I have an offer right now. You cannot 
say I am successful because I refuse to employ people 
until I see something changed in the tax, but I have an 

| offer right now from an American firm that will put up 
three-quarters of a million dollars right here if I will 
run it for them. They are not much concerned with what 
they will make here as their overail production throughout 
the United States, and the fact they only might make 244 
here could increase their total profit by half a percent 
right through the United States, These people don't mind 
putting up money. 


They seem to have a different type of banking 


system than we have got here, We have a good bank manager; 
deait with him for a number of years. I have shown a loss 
for three years, This will be my third year in a row. 

I am not too concerned because if the bank does not 
finance me, I cannot pay my way out of it, but I will lay 
you any money today that that bank willi withdraw my credit 
if he sees my statement, I am not trying to coax him into 
doing that, It's just a case that is what is happening 


and I have no reason for hiding it, nor do I intend to, 
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I want to produce in this country, I would be 
2| better out of the country, but I was born here, I hate to 


3| see this kind of thing happening. 


4) COMMISSIONER WALLS: That 1s all I have. 


5" THE CHAIRMAN: You made the rather startling 
6 statement of 80% relationship between the sales tax and 
7\ your manufacturing cost, 

g. MR. BROWN: Yes, 

9 THE CHAIRMAN: That 80% is a result of ae 

i0' miding the tax, of course? 

i MR. BROWN: Yes, 

2 THE CHAIRMAN: Your thought being that if the 

13) tax was removed from the first level to the third level, 

14) or the top level, that the pyramiding would cease? 

15. MR, BROWN: Yes, 

16, THE CHAIRMAN: The pyramiding to these people 

17) who do it represents a profit to them? 

18. MR, BROWN: Yes. 

19. THE CHAIRMAN: If that ceases, then that profit to 
20. those people, would also disappear? 

a MR, BROWN: Yes, 

22. THE CHAIRMAN: Would they not have to sell goods) 
23) for prices that would include that profit, even though it 
14 wasn't a pyramiding of taxes? In other words, would the 
25° goods not come out at the same price at the retail end? 

26 | MR, BROWN: I don't think it would, no, because 
you can take your average who lesaler; I think he works, o 


| tries tc work, on about 40% mark-up, which would include 
| items anywhere from a dime a dozen to $100 apiece, He 
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still takes the same average mark-up. I would guess there 
might be some adjustment, very, very small, percentage-wise 
at the end of the year when they figure the cost. 

THE CHAIRMAN: Most wholesalers achieve a very 
small net profit. 

MR. BROWN: Yes. 

THE CHAIRMAN: Now, if that disappeared would he 
not change his traditional mark-up, whatever it is now, 
to something different? 

MR, BROWN: Yes. 

THE CHAIRMAN: Thus accomplishing the same 
result as though he was pyramiding? 

MR. BROWN: Weli, if I can take a known cost out 
of an item, I don't have to charge both - when I work out 
at the end of my year, say, four, five, or six percent 
profit, and I want to do better, I don't say four or five 
percent. I might say half of one percent, or something of 
| that nature. 
| If I can drop, as I feel, that 10% sales tax as 
a manufacturer I would save it on my bad debts, to start 
with. Now, I can save it off the bad debts, the profit I 
am taking for handling it. That 10%, I wouldn't have to 
charge at all. 

THE CHAIRMAN: That is an interesting point, 
thank you. 

COMMISSIONER MILNE: You would be using a 
different method of arriving at your break-even point? 

MR. BROWN: Yes. Right now, each time I lose an 
account, I have to pay the sales tax. 


THE CHAIRMAN: Yes, but the relationship of the 


29 


30 
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loss of sales tax to your tatal loss must be very small 
indeed? 

MR, BROWN: About half of one percent, but that 
is also about what it costs us to handle it, 

THE CHAIRMAN: Your bad debt losses are very 
high. 


MR. BROWN: That is true, I think it's a fairly 


| close average in Western Canada. 


COMMISSIONER GRANT: In your suggestion that the 


present manufacturers! tax should be placed at the retail 


' level, Mr, Walls was questioning you on the consumer 


reaction to that, 
MR. BROWN: Yes, 


COMMISSIONER GRANT: I would like to ask you if 


| you have any views as to the reaction of the Provincial 


| Lesislatures to such a move? 
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COMMISSIONER GRANT: I think that eight out of 
ten provinces Di ae retail sales tax. That is within 
the field of direct taxation, where they have been granted 
the right to impose that type of tax under the British 
North Americ> Act. While it is true that the Federal 
Government has the right to impose tax at all levels, 
that is direct or indirect, the provinces have come to 
regard the direct tax, retail sales tax, as their own 
field. It has been suggested that there would be provin- 
cial opposition to a method such as this, if the Federal 
Government were to impose such a tax, that it might mean 
they would have to set up their own machinery to collect 
it, which would be costly. Have you any observations on 
that ? 

MR. BROWN: I would gather that you would get a 
fair amount of griping, especially from our Provincial 
Government. I think, if an explanation was given that a 
good many people don't get - explanation of any reason for 
taxes at any time or explanation for any change - if it 
were explained and also minimum down-payments used, it 
would be of great advantage to small retailers that are 
dropping to the wayside as fast as small secondary 
industry. 

COMMISSIONER GRANT: That is consumer reaction? 

MR, BROWN: Yes. 

COMMISSIONER GRANT: I am interested in whether 
you have given any thought as to whether the various legis 
latures would consent to the collection of the federal tax 
without which it would probably be too expensive a change 


to make. 


23 | 


24 


{ 
} 
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| 
| 
| 
MR, BROWN: On that point, I didn't, no, I don't 
know how emittered they are in most cases, If it is found 

| 
this tax is essential and comes to taxing either people or| 
iniustry I don't think that the provincial governments | 
would turn it down, | 


THE CHAIRMAN: Mr. Brown, what is this "hungry 


dog"? I dontt quite follow the second last paragraph on | 


page 2, I have been trying to trace the meaning, and I 


think possibly the meaning is, if your business is suffi 
eilently successful to earn six to ten percent in relation 
to its sales or its capital, whichever you are speaking of | 


there doesn't matter very much, If it is successful 


the Government will therefore clip it by taxation and 


| 
| 


‘ 


| 
| 
| 


therfore if one operates in a secondary industry field 


it is impossible to survive because one can't get money 


| taken away in taxation, 


MR, BROWN: That has been almost the case in 
our industry. It is taken away from us before we can 
accumulate enough, For the sake of argument, if I go back 
to sales tax again “ we find we are paying sales tax out 
almost 30 days before we get it now, tis a profit that 


is there on paper, but we haven't got it, At one time we 


paid payments per month on what we thought our earnings 


25|| would be to the Income Tax Department, 


26 


27 


i 


THE CHAIRMAN: You are talking about income tax 
now? 


MR, BROWN: I am referring to my "hungry dog” 


29 | paragraph here, We found that we had to borrow from the 


| 


/ umless he is successful and if he is usccessful it is 


30 | bank to meet each month's payment before we got what we 
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3 1} thought we would get out of our accoumts. It reached a i 
2] point we owed more between provincial and federal govern- 
3) ment agencies than we could collect ahead of us for some 
4| time. For the sake of argument, we lost a big proportion 
5| of our suppliers, Canadian suppliers, in the lamp industry 
6| during the Conservative Government, which meant we had to 
7 import. 

8 When we had to import our duties ran anywhere 

9| from 22 to 25 percent on raw materials, which tied up a 

10| quarter of our capital. By the time we produced an item 
11} and still hadn't collected anything we had to remit to the 
12| Federal Government, had to remit to the sales tax office, 


13| had to remit to the Provincial Government -- we needed 50 


14] cents of somebody else's money for $l-worth of business. 

15] It was all on tax, | 
16 THE CHAIRMAN: You had to satisfy the hunger of | 
17| the Government by going to the bank? 


18 MR. BROWN: That is correct. In my case I knew | 


19|| each time I needed money from the bank, by the time I 


20'| could satisfy his requirements with an audited statement 


21) of one thing and another my cost of keeping that type of 


22| thing - I was going further in the hole than if I forgot 
23|| about doing any more business. This is basically what we 
24 have done now. We laid off our people. We import from 
25|| Japan, Europe or the States or we represent factories out 
26| of Canada. 

27 Personally, I make more money today living in 


28 this country like a parasite than I could when I produced 


29 | in it. This 1s something I don't enjoy. I think I have 


E30 enough knowledge and that I could produce and employ 
| 


| 
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4 1| people who would pay taxes. Under the existing regulations 


2 I wouldn't gamble my money at 23% to provide the Government 
31 with 11%. | 
4 THE CHAIRMAN: I still am not satisfied with wnat 
5 I think is the most important matter you are bringing before 
ans namely, the fact that sales tax - and sales tax is wnat 
7 I am concerned with - is greater on domestic goods than on 
3 imported goods. 

9 MR. BROWN: It is. 

10 THE CHAIRMAN: That may well be, but I aon see 
‘danse nor do I see an example of it. | 
12, MR, BROWN: I think I have an example right here | 
13) This goes back some time. This is merchandise - may I | 
iat pete this to you? 

15| THE CHAIRMAN: Yes, by all means. | 
16. MR. BROWN: This is merchandise I went and had 
17] made in Japan. My cost of purchasing that in Japan was is 


| greater, no less than if I produced it in Canada. To 


| 
19| bring it into the country and pay duty and sales tax - 


| now I have my wholesale tax cost-free. If I had produced 
21 | it in Canada I am charged tax on my wholesale cost. 
22, THE CHAIRMAN: Give us the figures you paid on | 
23) these goods brought in from Japan. You paid a sales tax 
241 on what? 

25 | MR, BROWN: I would pay sales tax on this item 


26) at 474 cents. 


| 
| 
| 
| 
| 
| 
8 MR. BROWN: Yes. 


on THE CHAIRMAN: 474 cents? 
2) | THE CHAIRMAN: That is at 11%? 


aT: 7 | MR, BROWN: Yes. 


‘ed 
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THE CHAIRMAN: That is about 54 cents? 

MR, FROWN: Yes. 

COMMISSIONER WALLS: Might I interject? That 
| 474 cents is duty-included, is it? 

| MR. BROWN: No, without duty. 

COMMISSIONER WALLS: You pay a sales tax after 
| duty has been applied? 

MR. BROWN: Yes, and I had my duty. 


COMMISSIONER WALLS: That should be applied 


: before sales tax. 

MR, BROWN: After we take that 20%. 

THE CHAIRMAN: Nine cents? 

MR. BROWN: Yes. 

THE CHAIRMAN: Duty - 564 cents and sales tax 


on that? 


MR. BROWN: Yes. 
THE CHAIRMAN: Sales tax at 11% is about 6.2 
|; cents? 


MR. BROWN: Yes. 


THE CHAIRMAN: If you manufactured - that is 
imported? 
| MR. BROWN: If I manufactured this item I must 
first import the raw materials. 
THE CHAIRMAN: Yes. 


MR. BROWN: Which, in this case, would be around | 


| 24 cents. 
THE CHAIRMAN: Raw materials? 
MR. BROWN: Yes; and my duty on that item, my 


| duty on the finished goods was 224 cents and my duty on the 
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call it 25, 

THE CHAIRMAN: Duty 25%, 

MR, BROWN: Yes, 

THE CHAIRMAN: Which would be six cents? 

MR, BROWN: Yes, 

THE CHAIRMAN: Raw material at 30 cents? 

MR, BROWN: Yes, My cost up to here is 30 
haseas 

THE CHAIRMAN: Right, 

MR, BROWN: My cost of producing averages me 
about one-third, 

THE CHAIRMAN: Ten cents? 

MR, BROWN: Yes. My cost of selling has been 
averaging me almost 30%, 

THE CHAIRMAN: Thirty percent of forty, that 
is 12 cents? 

MR. BROWN: Yes, I can take either one of those 
items and sell them at $2,10 apiece, 


THE CHAIRMAN: At $2.10, Sales tax would be 


| what? 


MR. BROWN: My sales tax is paid on this one, 

THE CHAIRMAN: No further sales tax? 

MR. BROWN: Sales tax is still applicable if I 
make it in this country, 

THE CHAIRMAN: Sales tax on $2,10? 

MR. BROWN: That is right. 

THE CHAIRMAN: Eleven percent, that is 23 cents? 

MR. BROWN: Yes, 


THE CHAIRMAN: What you are saying: in this case 
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you have sales tax of 23 on what is manufactured and when 
you import you pay sales tax of 6.2 cents? 

MR. BROWN: Yes. 

THE CHAIRMAN: That is a big difference. 

MF BROWN: It is a big difference in a competi- 
tive business. 

THE CHAIRMAN: What is the matter with this 
example? 

COMMILSSIONER WALLS: Nothing. It is based on 
the fact that you have in this particular product a compara- 
tively high margin of profit. That is why this case is s0 
extreme. 

MR. BROWN: I can talk about any item you would 
like. If you go through our records you will find exactly 
the same thing. If I may use an instance; Impeta am 
of fmps this week in the United poate which would have 
employed about 100 people for a month. I have no problems j 
Workmen's Compensation, unemployment insurance, labour 
relations, or anything else. I am free of that. I can 
undersell any Canadian manufacturer in that item. 

THE CHAIRMAN: Isn't the critical point here the | 
fact that you buy-them for 474 cents and you add sales tax 
on that plus duty? 

MR. BROWN: Yes. 

THE CHAIRMAN: Is that a fair market value in t 
country of export? Presumably it is, because you figure 
duty on it. 

MR. BROWN: Yes. If I were charged sales tax 
either at the manufacturers' level or not charged sales 


tax at all I would produce in this country. As long as I 


| we were out from under so much taxation and could produce | 
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am charged sales tax both as a manufacturer and as a whole 
saler I wouldn't employ the people. 

COMMISSIONER MILNE: I am very interested in 
these figures. I had occasion fairly recently to look at 


something along the same line; a line fairly related to 


| your type of industry, and this selling cost, as we see 


it here, seems to be a very vital factor right now. 


MR. BROWN: It is if you are charged tax on it. 


I felt, and I feel, I am paying 11% a month on my selling 


| costs in sales tax and that is more than I can make and 


any time I have to give the Government four times what I | 
ean take home I will guit doing it. 

COMMISSIONER MILNE: Theoretically, goods 
imported at 474 cents should be at the same level in the 


country of export at which your costs are here; that is 


474 cents, including selling and distribution costs. 
MR. BROWN: Yes. Let me say something else: | 


that item of 474 cents is a fair market value there. If 


in this country our costs are no greater here. We have 


got just as good machinery, and if a man is making a 
dollar on a machine or $2 on a machine, it is the machine 
that is producing the item. Our problem continually is, 
one we are getting past the production stage and into 
sales costs. We have a man that just left from here to 
Rupert, and he may make $100,000, but on the cost point 

of view he gets to $500. I can send a man from our office 
here to the major retailers who will buy just as much for 
half a gallon of gasoline and yet I am charged sales tax 


on both when I produce it. 


| 
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COMMISSIONER GRANT: The materials that go into 


2 a production, are they imported? 
3 MR. BROWN: The biggest percentage would be. As 
4| 1 have said, we have lost the bulk of our Canadian 
Sp copelters during the last Federal Government reign. I 
6| don't know why, particularly. 
COMMISSIONER GRANT: Your letter indicates that 
| you are in the lamp manufacturing business. 

MR. BROWN: Yes. 

COMMISSIONER GRANT: The electrical part of your 
product would be produced in Canada, would it not? 

MR. BROWN: We buy today from either Levit in 
| the United States or the Canadian counterpart, Levit of 
Canada Limited. They do the importing in this case. 

COMMISSIONER GRANT: The fabric would come from 
where? 

MR. BROWN: Our shade fabrics are mostly 
American; some Japanese. The quality of the metal - if 
we are going to get good quality we almost have to bring 
it out of Europe today. 


COMMISSIONER GRANT: The heavy duty on the 


imported product would put the Canadian manufacturer in a 
more competitive position than the importer? | 
MR. BROWN: That is true. I have also been | 


told possibly I am in the wrong area for manufacturing. 


i could take business from Vancouver and Seattle and Port- 


land, Oregon, without duty either way. I am willing to 
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my own field as the next man. I am not bringing it in, 
paying duty and ithe it out again. Even with the 
drawback we have waited six months before we get a portion 
of our tax back and we never get fully back what we pay. 


We ship stuff to Seattle, but it is not Canadian. I make 


| a trip to Italy and have them make the product. I could 


produce it here but I won't. 
COMMISSIONER GRANT: How many employees did you 
have before you went out of manufacturing? 


MR. BROWN: Approximately 100, and I would say 


| possibly another 50 through Vancouver areas that we were 


more or less responsible for. 


| 


COMMISSIONER GRANT: As a result of going out of 


| manufacturing, what is the reduction of your employees? 


MR. BROWN: We have two people that actually hav 
anything to do with manufacturing and that is strictly 
assembling. 


THE CHAIRMAN: You haven't really answered Mr. 


Grant's question. You had 100 plus 50 before. What do 


| you have now? 


MR, BROWN: We have two that are partly in manu- 
facturing, and that is only assembly work. 

THE CHAIRMAN: The 100 plus 50 were also doing 
distribution? 

MR. BROWN: The 100 were our own employees that 
we used on production items. The 50 were trades through 
town that we would pay. 

COMMISSIONER GRANT: I see. Your company, Kings' 


Way Lamp and Manufacturing Limited - when you were a 
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114] producing company, how many full-time employees? 
A MR. BROWN: If I say low 50 and high of 100, 


3| directly employed. 


| thing that is extremely useful to us here. 


; and I must say I couldn't find the answer to equate sales 
| tax on imported goods as against domestic goods, and I so 


: reported. 
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COMMISSIONER GRANT: Since you have gone out of 
manufacturing, what is the low and high? 


MR. BROWN: Two. 


THE CHAIRMAN: Keeping your books? Distributing | 
your products and everything? 


MR. BROWN: This is all related to manufacturing 


| We have one girl in the office and myself. 


COMMISSIONER GRANT: I wish you wouldn't just 
relate it to manufacturing. How many in your employ now? 

MR. BROWN: Counting myself, four. Myself, a 
girl in the office, and two in the factory. 

COMMISSIONER MILNE: It may or may not be impor- 
tant, Mr. Brown, but the name of your company - did you 
reorganize in 1960? 

MR, BROWN: Yes, we did. 

THE CHAIRMAN: Mr. Brown, I am very grateful to. 
you, indeed, because we have been looking for this kind of 


comparison that you have given us now. We haven't been 


very successful in achieving it. You have given us some- 


Some years ago I had to take a look at sales tax 


++ 


You have given us information which would be 
very helpful to us. If there is any further evidence you 


care to send in to us along this line, which is one of the 


i most important matters before us, I think - we certainly 


do not want a tax system to favour imported goods as 


against domestic goods. That would be all wrong. 
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If you can produce evidence that that is, in 

2| fact, the case, it would be extremely helpful to us to 

3] get that evidence. 

4 MR. BROWN: I have sent, at different times, 

5| actually certified copies of our costs against identical 
| items from other countries to Mr. Nolan, Gorman and a 

7| te110W by the name of Erhart Regier. I think the chap 

8| that understood it best in the political end was Erhart 

9| Regier. He was an accountant himself. He could see it. 

10| He didn't even have the courtesy of replying from Ottawa. 

11 I have gone through the same thing with Mr. Hees 

12 and he understood it, and then quit, so I have had five 

13 years of no answers until I quit. 

14 THE CHAIRMAN: We are particularlymxious to get 


15| @ comparison of the sales tax - not your total costs, but 


16| the sales tax involved in this matter, and if you have got 
any illustrations of that kind, which would be clear to us, 
and you can take a photostat of them and send them to us, 
we would appreciate it very much. You have scattered them 
all over Ottawa. It would be a little hard for us to run 


them down. 


MR. BROWN: I realize that. I can and will send 

you this. | 

THE CHAIRMAN: Thank you very much indeed. That 
is very helpful to us. Those are all the questions we have 
got. Have you anything further you would like to say to us? 

MR. BROWN: No, except I would like to see both 
our income tax and sales tax come under the same jurisdic- 
tion. I have no objection to paying taxes, but I would 


sooner pay it on profit than on losses. 


} 
| 
i 
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THE CHAIRMAN: Under the same jurisdiction? The 
2 are both in the Department of National Revenue at the 


il moment. 


we 


example, I would much rather see it come under someone 


7) 


| 
4) MR. BROWN: If I may use the Income Tax for an 
| 
6 like the Income Tax Department, rather than the sales tax | 


be | 


office. This is no reflection on’ the fellows in the sales 
8 tax office, but quite honestly our last government - I was 


9 a Conservative for years, bringing politics into it - used | 
10 the tax office like a Gestapo. | 


11. THE CHAIRMAN: In order for us to pay any atten- 


12. tion to that, you wili have to document that statement : 


13. pretty well. | 


14 MR. BROWN: I really would very much like to Sets 


15 something like that. 

160s THE CHAIRMAN: Well, thank you very much indeed, 
17. tir, Brown. You have been, as I have already said, very 
1g helpful to us. If you could continue being helpful along 
ident particular line I spoke of, we would appreciate it. 


20 ! MR, BROWN: I can send you copies of a good many 


03: Hr. Brown, and thank you. Mr. Secretary? 

24 THE SECRETARY: All ready, Mr. Chairman. The 
25 | third submission this morning is being presented by Mr. 
16 | William Headley MaciInnes of Vancouver. Mr. Béoixenes 1s 
| here to speak to his brief, which I now enter into the 


21) instances 

224 THE CHAIRMAN: Thank you very much. Good morning, 
i 

28 | record as Exhibit 117. 
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SUBMISSION OF MR. WILLIAM H. MacINNES 


THE CHAIRMAN: Thank you, Mr. Secretary. Good 


| 
| 
| 
| 
morning, Mr. MaciInnes. 
MR. MacINNES: Good morning, Mr. Chairman. 
THE CHAIRMAN: We are only a tax commission. 
We haven't got anything to do with the administration or 
collection of taxes. We have no hesitancy whatsoever in 
expressing our sympathy to you for your long period of 
litigation with the Department and your difficulties. 


It seems most unfortunate and these things are 


of extreme interest to us. We are charged with examining 
the administration of the Act. We have people involved in 


that particular task now and we will certainly require that 


they take a look at the circumstances surrounding your own 
experience which you have been so kind as to put before us 
in this submission. Thank you very much for your submis- | 
sion. 

MR, MacINNES: Mr. Chairman, under the Act 
Parliament sets the taxes. In this particular instance, 
my complaint - while my submission seems to be somewhat 


personal, I am mt presenting it for any personal advan- | 


tage, but calling attention to a serious grievance and 
hiatus, 

Now, if you will look in the appendix, at para- 
graph 9 on page 7, you will see that the Supreme Court, 
in their judgment in the Scott case, makes the statement 


that the Act nowhere specifically deals with these 
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5 ] discounts, referring to mortgage discounts. 

2 It is possible to deal expressly with the 
3|| problem and the Act has not done so. Now, I submit, sir, 
4| that as you are dealing with tax legislation, the income 


5 | tax is providing approximately 30% of our revenue and in 


{ 


6) 


| 

| the income tax there should be definite provision for the 
| application of the Act if the tax is going to be applied. 
| 


| 

7 

3) Now, the Supreme Court in April, in their judg- 
| ment given in the Scott case in April, says the Act does 
19| not cover the case. I am bringing my experience forward 
11, +0 show had the Act covered the case, had Parliament acted 
Al ob if the secondary source of law - the primary source of 


13 law is, of course, by Parliament. The secondary source of 


law is from the judgment of the courts. 


Now, in the appendix, the first paragraph in the 


16| appendix is a quotation from the judgment of the Tax 


17| Appeal Board. Now, you see the facts of this; that during 


the period under review, 1946 to 1954, Parliament was 


18} 
19) advised by the Minister on different occasions that Canada 
| 
29 | did not tax capital gains. During that period the Depart 
a1 | ment interpreted discounts to be capital gains and claimed 
22| no taxes. 
| 
| Now, in 1956, the Department, not Parliament, 


24 not the courts, but the Department, changed and decided 
25|| they were going to collect taxes under the interpretation 
26|| that the buying of the mortgages constituted a business 
i that the discounts were an incidental profit of that 
ey eS and so taxable as income. 

29 Now, in connectim with that, the Tax Appeal 


I 
j 


30 | Board, you see, pointed out that they had heard the Hall 


| 
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case and given judgment that discounts were not taxable. 

| They had heard the Lynd case and declared them non- 

| taxable. The Department gave notice of appeal but did not 
| prosecute it. 

| In relation to the Cohen case, it went to the 

| Exchequer Court and the Exchequer Court declared the 
discounts to be capital gains and not taxable and yet they 
| persisted in taxing me, and others, and the Tax Appeal 

| Board goes on that "despite the two decisions of this 

| Board, the pepe tent officials in the same taxation 

| office as that in which she Hall appeal arose, have deli- 
| berately chosen to ignore the findings of this Board and 

| have proceeded on their sweet way in this third case, 
irrespective of what may have been found to be the law in 
this regard. 

If this is to become the practice of the respon- 
dent's officials, I feel that it most certainly should be 
brought to the attention of the public, and, indeed, to 
that of Parliament, as otherwise there does not seem to be 
much point in having sitting an independent tribunal and 
endeavouring to interpret the law for the §faxpaying public 
insofar as tax legislation is concerned.” 

In endeavouring to interpret a law for the tax- 


paying public, insofar as tax legislation is concerned - 


In 1957 the Minister of Finance was in Vancouver 


| and I spoke to Mr. Harris and pointed out the incongruity 
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T 1| that he stated in the Commons that Canada was not taxing 
| 
2| capital gains, yet, at the same time, the Tax Department 


3 Was taxing them under the Income Tax Act, and the Tax 


Appeal Board and the Exchequer Court ‘had declared the 


5, discounts to be capital gains and yet he said, “You have 


6| a simple remedy; appeal to the Tax Appeal Board. 
7) The remedy did not prove very simple. I 
gi appealed to the Tax Appeal Board and got into a legal 


g| tangle that carried me through for six years under very 


19 heavy tension and anxiety and cost me thousands of dollars 
i in legal expenses. That was the simple remedy that the 
12 Minister of Finance suggested to me in 1957. 

13 | Now, I submit that it is not a question of my 
14), trying to - you can't do me any good. It's a question of 


15; there is the law, or the absence of the law, and that 


16 Parliament should act or the judgment of the court in the 
17| matter should be accepted or appealed, but to drag a thing 


on for six years with all the annoyance and expense 


involved in that, certainly shows a very grievous hiatus 
or break in the tax law. 

21) THE CHAIRMAN: I think on that second point, sir, 
22| we agree with you without any doubt at all. On the matter 


23) of defining what is capital gain and what is income, we 


24| can see considerably more difficulty than you indicate. 


25) MR. MacINNES: Don't you agree with me also that 
| 
| the Tax Department should not be permitted to adopt a new 


27; practice which is, in efrect, a new tax legislation and 
28 | particularly should not be permitted to apply this retro- 
29| actively? You see, when Parliament acts, the tax takes 


— effect from the time they announce it. In this particular 


{ 
} 
| 
| 
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case, from 1946 to 1954, the Department made no claim for 


| taxes but in 1956, after the appeal was over, they decided 
Fate they go back. You see what a vicious thing it is? 

ite they are going to do that, where the Department has the 
| Tax Appeal Board, if the officials are going to do that 

| sort of thing, there is no use in having a Tax Appeal 

| en rd or any other tribunal. That is number two. 

Then, No. 3, the Tax Department should be 

| required, in cases of doubt, to have the law clarified 

ipa quickly as possible. When a judgment re taxes has been 


| given by the Tax Appeal Board, or the Exchequer Court, if 


| the Department is not willing to accept and abide by it, | 
jit should promptly appeal to a higher court. Now, they 

| had the judgment of the Exchequer Court in the Cohen case 
lan 1957. Had they accepted that, well and good. If they | 
were unwilling to accept that, if they had appealed that, 
the thing would have been settled in 1957, but, no, they 
wouldn't appeal the Cohen case. They dragged the thing 
until it caused confusion and they got the water so muddy 


in 1957 through the Scott case, they got a judgment in 


| their favour, and then they went ahead. I think you have 
got the point on that. 

THE CHAIRMAN: Indeed. 

MR. MacINNES: The second point is a smaller one, 
j in a sense. That is the matter of the marital status. A 
jae with a wife and home is allowed $2,000 exemption, or 
ton If his wife dies, and he wishes to continue 
lhis home, and has to hire a full-time housekeeper, the 
reduction is reduced to $1,000 as a single man. This 


jaffects largely elderly people. The younger people usually 


7" 
2 


3 


' this problem of sales tax. We have, in our little business, 


| That is one of the irritations which makes a general diffi 


| 

: 

| 
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or frequently, will have children still in the home, which 
will give them the $2,000 reduction. It is more: a case of 
the elderly people who wish to maintain, or retain, their 
home. They have to do it under heavier expense with a 
housekeeper than they did formerly with their wife but ait | 
the reduction, the deduction, is reduced from $2,000. I | 
think you will see the fairness of that. | 


The third point goes to the question of sales 


| 
| tax. I was very interested to hear my neighbour discussing 


| 


' a difficult problem with sales taxes which I have not 


brought forward to you here. Every small operation has to 


sell to wholesalers, retailers, and consumers, and then the 


: great confusion: how to determine who pays the sales tax. 


However, I am not going to go into that here 


| because in our case it is a very complex thing, but what I. 


|, am bringing here is this: the Government requires that 


manufacturers collect sales tax. The manufacturer is the i 


| Government's agent. If that agent is faithful and tries ta 


collect and can't do it, why should he be forced to pay it? 


|; ln other words, where the manufacturer has a bad debt, as 


we have had, why should he be required to pay the sales | 


} 
{ 
| 
! 


tax on that bad debt where he has not been able to collect | 


the tax and has not been able to collect his own debt? 


4 
{ 
} 
4 
} 


a 
culty more annoying. | 
I submit that a manufacturer should not have to | 

pay sales tax where, after due care, he has been unable to, 
collect it, and, further, why should the Government put | 


the manufacturer to the expense - even have got to pay the 
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10;| Government 4 cents. In the old days they used to have to | 
2| Pay a tax on the cheque, as well as the postage, to permit 


3 them to send the revenue to them. 
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The Provincial Government 


G/PB/apw ; [regulations allow a small commission to cover expenses. 


i 
2 | 


I submit the Domininn Government should do the same thing. 


I am not suggesting profit for the manufacturer, but they 


| should allow some commission as does the Provincial Govern 


ment to cover expenses. Thank you, sir, for the permis- 


sion to make this morning this personal presentation. As 


I say, it is not personally for myself. I have suffered. 


| L would like to do whatever I can so that other taxpayers 
will not have to suffer what I have had to suffer for the 


_last six years. 


THE CHAIRMAN: Thank you very much indeed, Mr. 


| MacInnes. As I said before, we would like to be able to 
| achieve the results which you recommend, and that is to 
avoid the repetition of the circumstances which affected 


you. There are some complications, but we shall keep on 


looking at it. We understand the point you have put 


| before us. 


MR, MacINNES: On July 15th, the Wall Street 


| Journal quoted from George Adam Smith, 1775: 


"A good taxation system should not impose 
unnecessary trouble, vexation and oppres- 
sion on the public." 

THE CHAIRMAN: Hear, hear. 


MR. MacINNES: I submit it to you. If there are 


| any questions I would be glad to answer them. 


THE CHAIRMAN: I think we may have some. 


COMMISSIONER WALLS: I have one question which 


28||rather disturbs me. In Section 43(4)of the Act it now 


29} allows the Income Tax Department after they have sent you 


30 || formal assessment to go back four years for reassessment, 


& 


> 


co on 


=) 


10 


11 
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1957, when you dealt with this case, the Act allowed that | 


they go back six years, What would cause them to go back 
eleven years in your particular case? 

MR, MacINNES: I wasn't trying to evade the tax, 
Mr, Fisher called attention to that fact and he told the 
Government in his judgment that they should not have taxed 
and should consider a refund, I didn't press the point 
and not having pressed the point I couldn't claim it later 
I may have been foolish, I probably was, I didn't claim 
it. Quite frankly, I was so sure that the officials were 
wrong, I was so sure that the Tax Appeal judgment of the 
Hall and Lynd cases and the Cohen case would be followed, 
I wasn't worried whether they went back four or ten years, 

Mr. Fisher, in his judgment, called attention to 
the fact the Government should not have made the Mlatalols 
and should consider a refund, which they are not prepared 
to do, | 

THE CHAIRMAN: I think we fully understand what | 
you have put before us, Mr, MaciInnes, 


MR, MacINNES: Thank you, 


THE CHAIRMAN: We are very grateful for you | 
coming and for your submission, and as I have already ry 3 
we will continue to consider it, 

MR, MacINNES: All right, thank you, 

THE CHAIRMAN: Good day, sir, 

MR, MacINNES: Thank you for the consideration, 
sir, I must confess it wasn't a great pleasure to prepare 
because it was going back over torture and at my age I am 
not fit for real labour, 


THE CHAIRMAN: We will consider it seriously, I 


3 
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1| can assure you. 


2 MR. 


MacINNES: I hope some other taxpayer will 


3| get the benefit of my experience. This is probably the 


4] last public appearance I will make. 
t 


5 THE CHAIRMAN: Thank you. Yes, Mr. Secretary? 
| 
6| THE SECRETARY: The next submission is being 
4 oe ated by Mr. Alec C. Beasley of Winfield, British 
jhe Fe Mr. Beasley is here to speak to his brief which 
9) will be entered in the record as Exhibit 118. 
to | 
iil 32 EXHIBIT NO. 118: Submission of Mr. Alec C. Beasley, 
} Winfield, British Columbia. 
12 
13 
\ SUBMISSION OF MR. ALEC C, BEASLEY 
“ THE CHAIRMAN: Good morning, Mr. Beasley. You 
y | Jones come some distance, I understand. Winfield is where? 
"| MR. BEASLEY: It is Okanagan, between Kelowna 
has Vernon. , 
18 | 
THE CHAIRMAN: You are a farmer? 
MR. BEASLEY: Yes. 
THE CHAIRMAN: And a tax reformer. For how many 
years? 
MR. BEASLEY: That is right, yes. 
THE CHAIRMAN: Have you had any success in 


MR. 


THE 


taxes on your 


reforming taxes? 


BEASLEY: Not directly. It is just trying 


to influence the population; not direct in any way. 


CHAIRMAN: You refer to the impossibility of 


farm. Impossibility is rather a strong term. 


MR. BEASLEY: That was at that time, in the peri 
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| ridiculous then. 

| THE CHAIRMAN: Those are realty taxes you are 
j concerned with? 

MR. BEASLEY: Probably. 


THE CHAIRMAN: Your submission to us is that all 


| 
| 
| taxes should be personal income tax? 
MR. BEASLEY: Yes. 
THE CHAIRMAN: You believe in Kumaran income 
Pens and are strongly against property tax? | 
| MR. BEASLEY: Yes. | 
THE CHAIRMAN: Any questions? 
COMMISSIONER WALLS: You say in paragraph 9: | 

"Income tax is so very real. They see it 
and it is painful.” "It must not be good," | 
and so on. The same thing would apply, wouldn't it, to 


retail sales tax as to income tax? It is real. People 


see it. 


MR. BEASLEY: I think people see a thing they 
want. They are willing to pay any price if they want it 
badly enough. 

COMMISSIONER WALLS: In your decision that 
income tax should replace all other taxes and in the | 
section of your brief you include provincial and municipal 
taxes as well - do you realize that that would mean an | 
| increase in income tax of something over 400% if you were | 
I to include all provincial, municipal and federal tax seal: 
ONY gape you think the people would accept it? 

MR, BEASLEY: I didn't include the municipal - 


provincial and Dominion, but not all municipal. I allowed 
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5 1] Shave for property taxation. 
i 


2) COMMISSIONER WALLS: You favour property taxation)? 
5] 
ai COMMISSIONER WALLS: Oh, I see. I understood 


5 that you were opposed. 


6. MR. BEASLEY: Income tax should be used as well. 


7 t present it isn't. 


3) COMMISSIONER WALLS: Then themunicipality would 
9 collect? 
10. MR. BEASLEY: Property tax - for a considerable 


141, amount they should put it on income tax. 
12° COMMISSIONER WALLS: What percentage would you 
13: take; would you separate school tax in comparison with 


14: general tax? 


15 MR. BEASLEY: Keep in general tax. 
Tt COMMISSIONER WALLS: Keep in general tax? 
17 | MR. BEASLEY: No, no. I would differentiate 


MR. BEASLEY: Municipalities, yes. 
| 

i 

{ 

! 

| 

| 

1g; that way. Iam not too particular about detail. | 
| 
19 THE CHAIRMAN: You might assume income tax | 
if | 
20; would go up three or four times. | 
1 COMMISSIONER WALLS: Another part is that you | 


22; do favour capital gains tax. 


23 MR, BEASLEY: Yes. | 
24 | COMMISSIONER WALLS: Would you be willing when 
25 | you sell your farm - as I understand a farmer, and I 


26 | am a farmer myself - your revenue throughout the years 
27 | is comparatively small, but one thing is that your land is /an 
28 |! appreciated asset. 

29 | MR, BEASLEY: Yes. 


30 | COMMISSIONER WALLS: When you sell that farm you 


6 


“euwet 


1} hope then to make sufficient to retire and so on? 


2 


3 


4 


ANGUS. STONEHOUSE & CO. LTD 2283 | 
TORONTO. ONTARIO ! 


{ 
MR. BEASLEY: Yes. | 
COMMISSIONER WALLS: Would you be willing to wary 

capital gains tax? 


MR’ BEASLEY: Yes, if it spread over the years 


I have to accumulate it. 
COMMISSIONER WALLS: Thank you. That is all. 
COMMISSIONER PERRY: I wondered if Mr. Beasley 


has any views of the possible effects of income tax at 


three or four times the present rate. 

MR. BEASLEY: When you place it that way it 
looks impossible, but when it is a fact, really, that 
point doesn't matter. It really has no effect. It could | 
look that way to the public without being so. It is not 
real. 

COMMISSIONER PERRY: You suggest there is a very | 
painful effect here. It might be three or four times as 
painful as it is now. It’ might have an effect on incen- 
tive to work, to invest, to carry on any activity in vdeo | 
income is earned. 

MR. BEASLEY: Yes. Somebody said the other day | 
it is only people who pay taxes. It is no one else, You 
would be paying the same but the problems would be 
different. 


COMMISSIONER PERRY: It might be the difference 


between being eroded with water and banged on the head 
with an axe. 
MR. BEASLEY: The man who is being eroded now 


and the other man who is having a good time would be evene 


| up. 
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THE CHAIRMAN: » You appreciate that corporation 
income would escape taxation until distributed and there 
might be an added incentive to corporations to accumulate 
rather than distribute. 


MR, BEASLEY: You could plug that by making them 


| distribute. 


THE CHAIRMAN: Have government take over corpora 
tions? 

MR. BEASLEY: No, not socialism. , 

COMMISSIONER WALLS: Mr. Beasley, it is put down 
here inthesummary of memorandum under '‘'e' a statement that 
is not’*oo cleary; Yoursay: 

“Corporation income tax should be abandoned 

except for local purposes." 

Do you mean federally collected for local 
purposes or taxes collected by municipalities? 

MR. BEASLEY: Local government. 

COMMISSIONER WALLS: You mean municipalities 
would collect corporation tax? 

MR. BEASLEY: Yes, on the services it is 
receiving, you see. 


COMMISSIONER WALLS: One argument in favour of 


| consumption tax that is always put forward is the fact the 


are not imposed on income which is saved; they are 
imposed on spending and therefore they encourage saving 
encourage thrift. Does that argument not pai: to you 
at all? 

MR. BEASLEY: I think taxation is for revenue, 
It is not for rewarding a person or to club him. It is 


purely for revenue. If you want to do other things it is 
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COMMISSIONER MILNE: I have one question about 


corporation tax and that is: if corporations as such werettt 


taxed, wouldn't that discriminate against the small business- 


| man who wasn't incorporated or the professional person who 
couldn't incorporate? 

MR, BEASLEY: No, I don't think so, I can't see 
that it would. I can't see it, 

COMMISSIONER GRANT: Mr, Beasley, may I refer to} 
| page 7, estate taxes, paragraph 45, and on the top of page 
| &, paragraph 46, 

MR, BEASLEY: Yes? 

COMMISSIONER GRANT: You say: 

"If there is an argument for breaking up too 

large an estate then go at it direct for 

that purpose, distribute it, but don't take 

a share either, and don't charge for doing 

7 8 ith 

Would you elaborate a little on that? 


MR. BEASLEY: Yes, You don't want to get revenue 
Py 


that way. It is not an-ethical way to Oia Sha es That 
is the basis of it, It is simply not an ethical way to | 
get revenue, 

COMMISSIONER GRANT: Would you put estate tax in 
the caterory of capital gains tax? 

MR, BEASLEY: Oh, yes. If you want to go to the 
person who is receiving it, the individual who received 
the estate, you could capital gain, i am optional. I 


am not particular, 


2 


3) 


| 
4| 


i 


5j 


b 


ti COMMISSIONER GRANT: Although you favour a tax 


| On capital gains? 
from an estate. 


“You are dealing with income tax, paragraph 8, and suggest 
, that an individual should pull his share of government 


| expense. One of the great difficulties is to measure the 
/as strong as an income of $5,000? 
| MR, BEASLEY: No, graduated income tax. I 


"believe in graduation. 


probably have more than double the pull of $5,000? 
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COMMISSIONER GRANT: Whether the tax is paid by 


bx successor or the estate --- 


MR. BEASLEY: I still think it isn't ethical. 


| | 
=: would let him have the income and get it on income tax. 


COMMISSIONER GRANT: You are opposing estate 
tax? 


MR. BEASLEY: Yes. 


MR, BEASLEY: Capital gains otherwise, but not 


THE CHAIRMAN: I just have one more question here. 


strength. Do you suggest an income of $10,000 is twice 


THE CHAIRMAN: So, in fact, $10,000 would 


MR. BEASLEY: Yes, yes, yes. 


THE CHAIRMAN: You are in favour of graduated 
| income tax? 
MR, BEASLEY: Yes. 


| THE CHAIRMAN: Progressive taxation of income? 


MR. BEASLEY: Definitely. 
COMMISSIONER WALLS: In regard to paying tax, 
Mr. Beasley, you are quite critical of the wage-earner 


having to have his tax deducted monthly. Have you 
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101] questioned wage-earners as to their feelingsabout that? 
2 MR. BEASLEY: No, I don't need to. I don't feel 
3) 1t is necessary to know their feeling. If they don't know 
4) - I don't think I should be a party to taking that from 
him in that way. 

COMMISSIONER WALLS: Don't you think it is 
possible they prefer to do it that way rather than facing 
up to one lump sum? 

MR. BEASLEY: Make it optional, that is fine. 

THE CHAIRMAN: Have you any more questions? 

COMMISSIONER PERRY: I am just wondering whether 
Mr, Beasley's objective is to keep people in a constant 
sense of awareness of the cost of government, constant 
sense of irritation. 

MR. BEASLEY: It would be only once a year. 

COMMISSIONER PERRY: Or whether it is the other 
objective of giving them a good idea once a year of just 
what government is costing them and once he does have the 
idea what would you expect him to do about it? 


MR. BEASLEY: I hope he would influence some of 


the spending on the part of government. 

COMMISSIONER PERRY: Your feeling is peas 
have a better appraisal of what government was costing 
him and just might act a little more intelligently towards 
it? 

MR. BEASLEY: Yes. 

THE CHAIRMAN: I think I understand Mr. Beasley' 
point of view: all taxes are raised out of people. They 


have to be raised in some proportion, one against the 


other and he believes this proportion is achieve under 
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114 income tax rather than a mixture of taxes. 


2! A lot of people believe Mr. Beasley's point of 
3| view is a valid one. 
| : 
4| COMMISSIONER PERRY: He has nearly all the 
| 
5, authorities on his side. 
6. THE CHAIRMAN: Any further questions? We under- 
l 
7, stand what you put before us, Mr. Beasley. Thank you 
i 
8) very much indeed. We will consider it. We are grateful 
9 to you for appearing today. It is very helpful for us to 
10, have people like yourself come before us and state 
11 their views. Mr. Secretary, is there any further business 
| 
mI 
13. 
14, 
15/ 
i 
16 | z 
! 
17 jj 
i 
18 | 
i 
19 | 
| 
i 
20 | 
i 
21 | : 
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THE SECRETARY: One from Mr. A..F, Henshaw, of 
Trail, B.C., submitted to the Head Office of the Commissio 
on February 4th. I enter it into the record as Exhibit 


No. 119. 


--- EXHIBIT NO. 119: Submission of Mr. A.F. Henshaw, 
Trail, B.C. 


THE SECRETARY: One from Mr. E. Langemann of 
Burnaby, which was submitted on the 18th of February, and 


I now enter as Exhibit 120. 


--- EXHIBIT NO. 120: Submission of Mr. E. Langemann, 
Burnaby, B.C. 


THE SECRETARY: One from Dr. Edwin M. Meade, 
submitted on July 16th, which I now enter into the record 
as Exhibit No. 121. 


--- EXHIBIT NO, 121: Submission of Dr. Edwin M. Meade. 


THE SECRETARY: All these were local briefs, 


Mr. Chairman, where the persons could not be present this 


morning. 
I also would like to enter into the record as 
Exhibit No. 122, a submissim of the Retail Merchants' 


Association of Canada, the Maritimes Division. 


--- EXHIBIT NO, 122: Submission of the Retail Merchants' 
Association of Canada, Maritimes 
Division. 
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THE SECRETARY: You will recall, Mr. Chairman, 


2) that unfortunately, due to some delay in the mails, this 


i 
3| 


did not reach us in time in Halifax to enter it at that 


point. That is all until tomorrow, sir. 


THE CHAIRMAN: Thank you, Mr. 


| stand over until 9.30 tomorrow morning. 


THE SECRETARY: At which time 


| Cattle Growers' Association will appear 


_ --- Adjournment 


Secretary. We 


The B.C. Beef 


before you, sir. 
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A2 1) --- On commencing at 9.30 a.m. 
2| THE CHAIRMAN: Mr. Secretary, it is now 9.30. | 
3| We mignt commence. 


4 THE SECRETARY: Good morning, Mr. Chairman, 


5 Commissioners. The first brief this morning is being 


6| presented by The B.C. Beef Cattle Growers' Association. 


| 


7|\Mr. Gerard Guichon, past-President of the Association is 


here to speak to the brief and associated with him is the 


oo 


gi tax advisor to the Association, Mr. A.D. Russell of Price- 


10| Waterhouse, Vancouver. 


11 I would like to enter this brief into the record, 


12| Mr. Chairman, as Exhibit 123. 


13| 
{ 
lao EXHIBIT NO, 123: Submission of The B.C. Beef Cattle 
Growers! Association. 
1§ 
SUBMISSION OF THE B.C. BEEF CATTLE 
iy 


GROWERS' ASSOCIATION 


Appearances: Mr. G.F. Guichon 
Mr. A.D. Russell 


| 
| 
| 
| 
16 | 
| 
THE CHAIRMAN: Thank you, Mr. Secretary. Good 
morning, Mr. Guichon, Mr. Russell. We have read your 
Seer seria with considerable interest I might say. I 
must warn you we carry our. own farm experts in this Commis- 
sion. They discussed this with a great deal of interest. 
I don't know whether they can fully understand it, but 
they understood when they started to read it. Would you 
tell us a little bit about your Association? 
You are an affiliation of 22 local stockmen 
associations, and these associations are made up of persons 


who own cattle to a minimum of 1,000 heads; is that correct?P 
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MR. GUICHON: No, Mr. Chairman. The individual 


| Association that is formed - the membership of the British 


3, Columbia Beef Cattle Growers have a minimum - the associa- | 
al tions themselves have to have a minimum of 1,000 cattle. 

5 The individual member can have as small a number as he can 
Bi nave 


7 | The membership is actually something in the 


H 
| 
| 
| 
| 
g| neighbourhood of about 1,200 people, individual ranchers. | 
g The associations who make up the membership of the —7 
10 Columbia Beef Growers pretty well take in all the beef 

11, cattle producers of the Province of British Columbia. Our 
12) member associations in the north are the northerly part of 
13) the Peace River, right down through to the southempart of 

| 
14 British Columbia, the southern interior cattle association 


15| We have the Coast Cattlemen Association here on the coast 


16 as a member. 


17) The brief was made up by our Tax Committee of 
1g| Directors of our Association on the advice received from, 
fot ox resulting from the answers to the Sanetlen ere to all 
20'| our members on their various tax problems over the course | 
bh of the year. A lot of our advice, of course, came through 
at ee tax advisors to individual members who had had parti- 
23) cular problems. 

oa Mr. Russell, of Price-Waterhouse, has several 
clients, members of our Association. His advice was used. 


96 There are other chartered accountants. Mr. Wolfe Jordan 


27\\ of Kamloops has quite a number of cattlemen clients in the 


28 || province, 


| 
29 | When this information all came in, when the 


30 || questionnaire came in, when sufficient answers were 


| 


i 
i 
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A4 41] received, the office put the whole thing together. On the 


3| brief that is presented to you today. 
Now, I feel that - we have asked Mr. Russell to | 
5] be here with me today to explain the principal parts of 


5| the brief, and if there is any other question you would | 


7| like to have on the make-up of the organization, I would 


gi be quite happy to try and answer it. The B.C. Beef Cattle 
9] Growers, in turn, are a member of the Stadion Council of 

10) Beef Producers which is pretty well Canada-wide. 

We are also an associate member with the British 


Columbia Federation of Agriculture, who, in turn, are 


associated with the Canadian Federation of Agriculture. 


With your permission, sir, I would ask Mr. 


16|| second and next paragraphs of the brief. 


17 THE CHAIRMAN: Thank you, Mr. Guichon. There is 
18||no need to stand unless you wish to do so. 


19 MR. GUICHON: Thank you. 


20 THE CHAIRMAN: We would be very glad to hear any- 


21| thing Mr. Russell cares to say. We have questions, of 


22|| course, and we would like to address them to you both. 

23 This is the first time this Commission has : 
24| discussed the matter of basic herd and we may not be just | 
25| as familiar with the techniques of it as we are with some | 
26;other parts of the Act, although I think a couple of our | 
27| members are fairly familiar with basic herds. | 
28 Mr, Russell, would you like to say anything to 

29 us before we start asking questions? 


MR, RUSSELL: Thank you, Mr. Chairman. The first 
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A5 1 item mentioned in the brief 1s basic herd and we would like 
2 to try, in a very brief time, to explain it. This is one 
31 of the most difficult things to explain. | 
4) I think, to put it briefly, and as simply as 
| possible, basic herd is a device which was invented by the 
6 Department about 15 years ago to permit the interpretation 
, of a cattle ranch, or the placing of certain of the cattle | 
gi in the ranch as a fixed asset. Normally you look at 
g cattle as a flowing inventory. They are born, they are 
Wietad. they get fat. When they are fat enough, and the 
141. Price is right, they are sold on the market, but a substan- 
12; tial part of the herd is deemed to be a capital asset, or | 
131 a manufacturing plant, in effect. 
a Now, the trouble is that the animals which would 
2 Re to be he the cattle herd, or in a basic herd, flow 
16 along. As they grow up, they get older, they are sold. 
7] The main advantage to any rancher of a basic Rerd. I me 


ig say, is that if there 1s a dispersal sale, if the whole 


19° herd is sold to someone else, then the profit realized on 


20 what is deemed to be the basic herd, or the manufacturing 


21. plant is deemed to be capital profit and is not subject to | 
22; taxes. 

o3i The basic herd, from a Tax Department standpoint, 
m4 ts a number of animals. It is a thousand animals or twelv 
ot hundred animals, or whatever it is, and its cost is what i 
26. cost that ranch to acquire them in the first instance; py 
a7 he bought his whole herd or if he inherited it through an 
28 | estate. | 

29 | Provision is made to increase a rancher's basic 
50. herd by.going through certain calculations with the 


| 


| 
5 


| 
1 
! 


6 herd in excess of his actual herd so that if a basic herd 


i 
| 
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reduces accordingly. 


In other words, a rancher cannot have a basic 


7 is established at a thousand animals, and the rancher 


8 


10 
| 


13 


15| 


16| that any animal in a herd less than two years old is deemed 


9| sold below his basic herd are deemed to be a sale of the 


capital asset and profit thereon is not taxed. It is 


| deemed to be a capital gain and not subject to tax. 


There obviously, of course, will be a lot of 


complicated variations to this because one further compli- 


14); cation is the herd is expressed in terms of mature animals. 


| 
| 
| 
sells off down to 800, then the two hundred that he has 
| 
{ 
| 


A mature animal is any animal two years old, or more, so | 


{ 


17| to be only worth half. If you have a total herd of 2 


18! thousand, and 200 of those animals are less than two years 


19 | 
20 
21 
22 


23 


old, they are taken two for one and the basic herd is 900. 
From an accountant's standpoint, and a rancher's | 


standpoint, in dealing with the Tax Department, one of our 


provided for is not in the Income Tax Act and is not in 


24) the regulations. The only place it is is printed on the 


25 | back of this form (indicating) which is the form printed 


{ 
| 
| 
| 
| 
| 
| 
contentions has been all along that the basic herd while | 
| 
| 
| 
by the Tax Department to provide for the application to | 

} 


establish a basic herd. 


COMMISSIONER GRANT: May I have a look at that, 


MR. RUSSELL: Yes. I think it is the feeling of 


AT 1| the Association and the other accountants, it would be 
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2) very helpful if basic herd regulations were promulgated in 


3| 


4) 


5 


6: 


~ 


such a form that they would have the force of law. 


We have suggested repeatedly in the past years 


that this could best be done by regulation rather than by 


legislation because, as you realize, if it goes into legis 


_lation then the mechanics for adjusting it - if something 


i more readily. 


' the income account? There is a debit or a credit. So far 
the transactions you have described are capital trans- 
actions. What do you do to make a profit, or how do you 


| make a profit? 


| sales of cattle made by a rancher and charged against that 


i are all the costs of operating his ranch for the year. 


_Mr. Chairman, some ranchers are corporations and some are 


“is found inequitable or unjust or discriminatory - the 


process is very slow. Regulations can be changed much 


THE CHAIRMAN: Would you tell us what goes into 


MR. RUSSELL: Into the income account go all the 


THE CHAIRMAN: All sales of capital --- 


MR. RUSSELL: All sales of cattle. 
THE CHAIRMAN: Those which are decreasing the 
herd? 


MR. RUSSELL: No. Of course, you must realize, 


individuals. Some are on a cash basis. 


THE CHAIRMAN: You misunderstood me. | 


MR. RUSSELL: All the sales, from an accounting 


standpoint, all the sales of cattle, animals, go into the 


| income account. All cattle that are: sold, 


THE CHAIRMAN: You said the basic herd dcecrease 
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48 1) is deemed to be the sale of a capital asset? 
2| MR, RUSSELL: That is true. 
| 
3 THE CHAIRMAN: And this is the sale of cattle. | 
4 MR, RUSSELL: That is right. ! 
5. THE CHAIRMAN: So there are certain sales which i 


8 not go into the income account. They are deemed to be | 


| a capital transaction. 


8 MR. RUSSELL: Yes, in effect, but in practice 
9| what happens is, all sales go into the income account, and 
10) then an adjustment is made when you file your tax return, | 


11! to make a computation of profit that you made on any cattle 


! 


12); that are sold out of the basic herd. : 
| 

13 | THE CHAIRMAN: That is what I do not understand. 
4 H 

14/ Vhen I talk about going to the income account, I mean | 


15/| your income. I am not talking about the bookkeeping trans- 


16| actions which are used to get at the result. What I am 


| trying to ascertain is just how does a man use the basic | 
18 herd to arrive at his profit or loss for the year? You 
19) say all sales of cattle go into the income account, | 


21/ understand that. That is correct, isn't it? | 

| 
22) MR, RUSSELL: That is correct. Of course, the | 
23l accounts are not kept, where you have a basic herd, put | 


| 
| 
| 
| 
i 
na that they do not use the basic herd. Fine, I 
| 
| 


24 that on one side and then you have cattle in excess of that, 


25 | you have them in another group. When the cattle are sold, | 
| | 
| | 

26|| you don't know whether they are out of the basic herd or 


27|/not. You don't know until the end of the year, and then 
| 
| 


28 


29 | 


1 


—_30 | THE CHAIRMAN: That is the bookkeeping mechanics. | 


| | 


| 
you compute your inventory and find out how many cattle lee: 


left in your basic herd. 
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<< 
“enust 


AS 


_ 
we 


I accept that. 

MR. RUSSELL: Theoretically, if I understand 
your question, sir, all sales of cattle, so long as they 
do not deplete the basic herd, go into income account. 


Sales of cattle which do eat into the basic herd are for 


' capital account and, in effect, do not go into the income 


_ account insofar as tax is concerned. 


| increased at a later date by the payment of tax on that 


| cation. What are the provisions there? I have it written 


| here: the basic herd cannot be less than the original appli 


THE CHAIRMAN: When the basic herd is reduced, 


it stays reduced until it is increased and the increase is 


| sub ject to certain rules? 


MR. RUSSELL: That is right. 
THE CHAIRMAN: This is a deliberate action. 


MR. RUSSELL: Yes. The basic herd can be 


increase. 
THE CHAIRMAN: That is something I do not under- 
stand, but we will come to that. 


COMMISSIONER MILNE: Will Mr. Russell repeat | 


| down: the basic herd may be increased but I think that you 


said it could not go below a certain level. 


MR. RUSSELL: No; I think what I said, Mrs. 


actual herd. 


COMMISSIONER MILNE: Yes, but the provision is 


| 
| Milne, was that the basic herd cannot be more than your | 
| 


| possible by payment of taxes that it may be increased to 


| 

| 

a larger number. | 
MR. RUSSELL: Either to the actual herd or part- 


Way to the actual herd. 


A104 
{ 
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COMMISSIONER MILNE: Did you make a comment that 


g| it may not be lower than the original application? 


3 MR. RUSSELL: No. 

‘ COMMISSIONER MILNE: I must have misunderstood 

5) you. 

6 MR. RUSSELL: In other words, if cattle are sold,| 


7| which bring the herd down below the basic herd, the basic 


herd is automatically reduced. 
COMMISSIONER MILNE: I see. I understand. 


MR. RUSSELL: And they can stay at that reduced 


| figure, regardless of how high that herd goes. In other 


words, it is not always to the advantage of a rancher to 
increase hic basic herd even if he can. 

COMMISSIONER GRANT: He makes application, in 
the first instance, for a basic herd? 

MR, RUSSELL: Yes. 


COMMISSIONER GRANT: And he completes, let us 


‘ 
‘ 
' 


| 
! 
| 
! 
| 
| 


1 


| 
| 
| 


| 


| 


| 
| 
| 
| 
| 
| 
| 
\ 
| 
1 


say, part one, and he is going to list there his registered 


male animals and those registered female animals. Those 
registered male animals - that is the bulls - part one of 
the basic herd application, it is filled in, if you are 
working on a cash basis. 

Now, say he has a thousand head of cattle. 
Therefore, he has, say, X mumber of bulls. Let us say he 
has 15 bulls, and that he has 200 cows, registered cows, 
and the rest is composed of beef or steers or cows. de 


is not going to register - he is only going to register 


those animais which he is going to use, really, for repro- 


duction. 


MR. RUSSELL: In the original instance, I think, 


j 
} 
| 


2 


3 


26 


27 


28 
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British Columbia applied for a basic herd for their entire 
herd at that time, which would be their bulls, cows, calves, 
yearlings; the whole thing. 


I don't think there is the same activity in 


| registered cattle in British Columbia as there might be in 


Eastern Canada because here they are mainly grown for 
eventual sale for beef cattle. 


COMMISSIONER GRANT: But it is true that when a 


|man starts off his farming operation, he already has a 
| sizeable farm, a sizeable beef cattle operation. At the 
| time the basic herd provision came into operation, he 


‘might just as well put them all in? 


MR. RUSSELL: Yes. 


COMMISSIONER GRANT: It's a different thing if 


| he is establishing a farm today, isn't 1t? If he is 


starting from scratch, say, he goes out and buys a bull 


and ten cows. He is going to start that as his basic herd. 


| Is he going to keep adding to his basic herd, or treating 


the increment from that as income? 


MR. RUSSELL: That is a choice he has as he goes 


| along. I would think that normally, until he got his herd 


built up to what figure was the maximum reasonable herd 


| which the land he owned would accommodate - as you know, 


| certain ranches will accommodate so many head of cattle, 


Beyond that it is uneconomic to run more cattle. When he 
builds his herd to the point where he has got all the 
cattle his ranch will handle, normally he would build up 
his basic herd to that figure. If he buys cattle - a man 


| 
| 
starting a ranch today - that would be where he would “4 


ANGUS, STONEHOUSE & CC. LTD. 2301 
TORONTO, ONTARIO 


i eC 


up his herd to start with. He would buy the basic herd. 


Then he cannot charge the cost of those animals to income 
account. He charges those to capital account and builds 
up his basic herd. He can increase the basic herd and 
that is the way, when he is acquiring a ranch, and buiid 
it up by charging the cost of those cattle --- 

THE CHAIRMAN: The difference between the cost 
of the average per-head price received from a mature 
animal sold in the taxation year is carried to the income 
account. This increase in the herd, as you say, is not 
the cost which is applied to the increase in the herd, it 
is another figure. You have also said that you have to 
pay certain taxes when you increase the herd. Taxes are, 
I would assume, based on the profit or loss which results. 

The difference between the cost of the animals, 
if there is a cost, or there may be natural increase, and 
the value as put into the here under the form that you 
speak of; is that right? _ 

MR. RUSSELL: Largely, yes. However, if you buy 


animals and increase your basic herd, then the entire 


cost, if you are increasing your basic herd, the entire 
cost must be charged to capital because of that, and not 
into your income account. However, if your herd increases 
by reason of natural increase, and births, and so on, then 
the value of that sold must be brought into income account 
in order to have the number cf those cattle which increase 


your basic herd. 


TORONTO. OMTARIO 
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B/PB/apw 1 | THE CHAIRMAN: That is not what I said. Thank 
2 you very much. You have straightened me out. I was under 
| the impression when you bought cattle you still increased 
4! the basic herd at the valuation stated. You increase the 
5 basic herd at the cost of cattle you buy. 

6) MR. RUSSELL: That is right. 

7 THE CHAIRMAN: When you come to sell cattle you | 
Be ine that into income only until you reduce the basic 

be hace? and when you reduce the basic herd it is a capital 
do) teansaeeran: 

11! MR. RUSSELL: That is right. 

12. THE CHAIRMAN: Is it for the full amount you 

13, receive on the sale or is it on the amount the cattle are 
14| contained in the basic herd? 

ssl MR. RUSSELL: The capital element is the amount 
16, you receive on the sale less, of course, the cost on which 
i7| you are carrying those cattle. | 

13 THE CHAIRMAN: Thank you. 

19, MR. GUICHON: Could I just explain there, perhapsi, 

20 | considering a rancher who has 1,000 head of cattle and of 

oF eEat 1,000 head I would say roughly 700 would be basic 

22; herd cattle because he still had, say, 250 or 300 a year 

23 which are his income cattle and he is putting in at the 

24, other end from natural increase the equivalent to 300 or 

25350 head. In other words, on a herd the rancher considers 


‘nis whole herd and his basic herd is roughly two-thirds to 


| 
27 | three-quarters of the toval herd that he has. 
it COMMISSIONER GRANT: He is not going to disturb 
29| ease computation very often. 


| 

ae MR. RUSSELL: Very seldom. 
| 
| 


en 


‘B2 1| 


2\ 


6 


| 
\ 


i 
{ 


7 


8 


lk 
fu at 
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MR. GUICHON: Actually, individual cattle are 
changed as they go through that herd. 

COMMISSIONER GRANT: It is the number. 

MR, GUICHON: The number. 

MR. RUSSELL: The basic herd is one figure; 
it is 1,000 or 700 or whatever it is. They can't keep 
track of the specific animals. This would be impossible. i 

COMMISSIONER GRANT: I think that is what I said | 
some time ago - the increment that goes into the income. | 

MR, RUSSELL: Mr. Chairman, if the Commission does | 
understand the basic herd better you may understand the | 
difficulty of explaining basic herds. It is a most yA kad 
cated subject and it is very difficult to reduce it to one | 


straightforward formula because of the various factors | 


| 
that enter into it; the various ways cattle are kept. 


COMMISSIONER PERRY: Just for my own thinking, 


| Mr. Russell, can I assume that on page 3, the paragraph | 


relating to establishment of a fair . market value would 
just operate where you are increasing your basic herd by 
natural growth. 

MR. RUSSELL: AS opposed to purchase, that is 
right. 

COMMISSIONER PERRY: There are two ways of doing 


| 
| 
| 
| 


it; one by purchase and one by natural growth. On purchase 


j 
{ 
! 


it is just cost. This is when you are increasing it by 
natural growth. Is this the only implication that this 


valuation has? Does it have some other implication for 


determining the profit account of that year? 


MR. RUSSELL: It would have that effect. If 


you were increasing your basic herd by reason of an 


i = all 
—_—_—_ 
“euet™ 
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B3 1| increase resulting from natural growth of your herd the 


4 


7 


8 


| 
| 
3} 
| 
| 


| 


! 


| basis is that you work out the total number of your basic 


herd - it goes from 1,000 to 1,100, so you have 100 more 


animals in the basic herd. Then the Tax Department 


5 endeavours to bring into income the valuation of these 


6) additional animals. They are suggesting it should be done 


on fair market value. It is difficult because the make-up 
of your basic herd varies from year to year between bulls, 


cows, calves and steers. The contention that fair market 


| value is the price determined as a result of the sale of 


a prime animal that is sold off a ranch each year doesn't 


| necessarily indicate the average standard of value of the 


whole herd. The cattle you sell are the ones you hope 


will bring you the best revenue. You sell the largest, 


| best and fattest steers. 


THE CHAIRMAN: When you say same class and kind, 


| Just how many classes and kinds would there be? 


MR. RUSSELL: May I refer that to Mr. Guichon? 

THE CHAIRMAN: Roughly. Are you talking about 
one, two, three? 

MR. GUICHON: Bulls, cows, steers. 

COMMISSIONER PERRY: Calves. 

MR. GUICHON: Heifers and calves. 


MR. RUSSELL: Two-year age group of heifers, 


|; yearlings and two years. 


THE CHAIRMAN: Teh or twelve would take care of 
that. 

COMMISSIONER GRANT: Those that have calves by 
their side. 


THE CHAIRMAN: Thank you. 


| 
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COMMISSIONER GRANT: Before leaving this subject. 


j; would you enlighten me on the economics of increasing your | 
basic herd from your own stock that is raised on the farm 


or the ranch? You have started off - you have made appli-| 


| cation for registration of basic herd under which you put 
6| on the list so many males, so many females. You are not 
7| going to include in that basic herd what you think is 


g| going to be the ordinary turn off of the year and then you 


get to the point where you say, "I think this operation is | 
! 
| 


| 
| 

19) such that I should increase my basic herd." You increase 
; 
; it in one of two ways: either by going out and purchasing 
| 
\ 


make any application; and if you add to your basic herd 


| 
| 
| 
| by going out and purchasing an animal you don't claim that | 
as a deduction, - . and if you aditoyour basic herd | 


{ 
= or by increasing it from your own herd. Do you 


animal 
from your own herd the sale price of that/is included in your 
| 
income for that year so that you, in fact, are paying tax 


on this animal at that time but you are not going to pay | 
any tax on them when it is sold. | 


20 | MR. RUSSELL: Following from that, Mr. Grant, 
| 


at the time you decide to increase your basic herd the 


market value is quite high. It wouldn't be to your advan- 


23, tage to increase because you wouid pay tax in buying and 


i) 
bo 


24] eventually when you sold the animals, if you had a complete 

{ 
edie sale, the sale price you got eventually might be | 

| 
Be than the value at which you paid tax when you put 
e7 | “boge animals in. You would sustain a capital loss on | 
| 
| 


your dispersal sale unless you have the opportunity to 


inerease the basic herd at the time when “he market value 


30 is relatively low. It wouldn't be to your advantage to 


2306 


ANGUS, STONEHOUSE & CO. LTD. 


2 COMMISSIONER GRANT: Here is another question 
Fi which, to me, is interesting: if you reduce your basic 

4 herd by so many animals in a given year but it is not hy 
| way of dispersal sale, just by way of ordinary sale, and 
6| it included, let us say, a bull at a handsome price, let 
7, us say at $20,000, do they know that the bull is included 
g) in your basic herd? Is there any difference in the 

g| Purchase price when you are reducing your herd but not a 


10| dispersal? If it were dispersal it would be a capital 


11; gain. If it were partial dispersal would it still be 

12 Capital gain? 

13| MR. RUSSELL: I would think so. 

14/ COMMISSIONER GRANT: How would you convince the 
15| tax authorities that the animal was in your basic herd 


16|| because he is not identified? He might be identified on 


i ; 


B5 1| do ot. 
| 
| 
| 
| 


17|| the rancher's books but he. is not identified by the canard & 
1g) ment in the application. 

19 | MR, RUSSELL: I would think you would have that 
20 || problem with the Department. These are the things that 


occur which are not covered in the regulations as they are | 


i) 
rs 


printed on that form. As you say, animals are not identi- 


| fied in the basic herd. It is basic herd as the total and 


| 
| 
| 
| 
{ 
| one figure, say, 700 animals at a total cost of a total | 
figure. When there is a reduction I would think that | 
would be considered just the same as if a steer was sold | 
of the 250. | 
COMMISSIONER GRANT: Income. 

MR. RUSSELL: If it did reduce your basic herd 

| 


you would have a capital element as a result of the profit 
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COMMISSIONER GRANT: It might not be a steer. 
3| It might be a cow and might bring a fine price and the 


) ee would say this doesn't come into income; it is 


5| part of my basic herd. 
6 THE CHAIRMAN: I think Mr. Grant has put his 
7\| finger on a loophole. Couldn't one manoeuvre one's trans- 


g| actions in circumstances like that so if there was a very 


9| lucrative sale of a prize animal it could be manoeuvred 


10 as to put it into a reduction of basic herd by reducing 


11| the herd in that year? 

2 MR. RUSSELL: Except that would involve the sale 
13 of sufficiertt other cattle to bring your herd down below 
14 the basic herd so there was a disposal of the basic herd. 

COMMISSIONER GRANT: It would be predicated. 

MR. RUSSELL: It would require a number of other 
cattle to be sold. 

THE CHAIRMAN: You would have to arrange your 
affairs to reduce the herd. 
asic 
herd and it wouldn't be economical to sell another 500 to 
avoid capital gain on one bull. 

COMMISSIONER GRANT: It could happen ina very 
small operation. 

MR. RUSSELL: Yes. It is from the difficulty 
of permanent regulations which would cover this that we 
run into trouble and each case has to be settled on its 
own. 

THE CHAIRMAN: Getting to your submission, you 


request this be more formalized, made more formal than it 


MR. RUSSELL: You might have 1,500 and 1,900 in your 


ANGUS. STONEHOUSE & CO. LTD. 2308 
TORONTO. ONTARIO 


9) would either like law or Order in Council. 


3I MR, RUSSELL: Preferably regulations. I might 


B7 4] 1s now where it is merely on the back of the form; you | 
| 


4| say since this brief was submitted a regulation has come 
5 down, 18-02, which deals with the inventory valuation of 
6 animals which has been quite helpful but still we await 


| more clarification by the Department officials themselves. 


7 

3| THE CHAIRMAN: Regulations in respect to basic 
9) herds? 

10/ MR. RUSSELL: No, sir; regulations under Part 18 


| 
11, that deals with valuation of inventory. Up to now inven- | 
12|| tory could either beailmcost or on market, or cost on | 
market. There is a regulation dealing with the valuation | 
14/ of cattle. | 
1s! THE CHAIRMAN: Does this conform to what you | 
16 require - not wholly but partly? 
al MR. RUSSELL: Yes, it does insofar as ate | 
1g) 18 concerned. It doesn't deal with basic herds at all. 
19 | THE CHAIRMAN: If we had these things you 


99\| dust spoke of, does this treatment really justify a formal 


21|| approach? Would the more formal approach such as regula- 


tions by Order in Council not cause you more difficulty 
23| than you presently are conscious of? You have regulations 
24] and the Department is pretty well bound to follow the 


25 || regulations. 


26 MR, RUSSELL: That is true. However, the feelin 


27 is, we have nothing on which we can go in our discussions 


28 || with Department officials. 


29 THE CHAIRMAN: Are you not happy with the oppor- 


an tunity to negotiate with the Department more or less ina 
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vacuum where you are not bound by the rules? Some people 
are and some people are not, depending on what you are 
doing. 

MR. RUSSELL: Personally, I feel relatively 
happy because I think our experience that we have had 
with Mr. Guichon and other clients and the Association, 
we have had good experience with Department officials. 

THE CHAIRMAN: Some things, of course, lend 
themselves admirably to precise regulations and others 
are very difficult. 

MR. RUSSELL: I think this is one of the 
difficult ones. 

THE CHAIRMAN: If you achieve it it might end 
the very happy, flexible regulations you have now got. 

I merely suggest that to you to see if it has received 
full consideration. 

MR. RUSSELL: If you don't achieve a happy 
solution with the Department officials, having no regula- 
tions or anything, then you are limited, you are stopped 
at that point. You have no recourse. 

THE CHAIRMAN: Has there been much unhappiness 
because of that ¥ not in your experience, but do you 
think there has been elsewhere? 

MR. RUSSELL: Well, there has been a degree of 
unhappiness with the ranchers and the Department, I think 
because the Department ~ some of the Department officials 
haven't been very well versed in the interpretation of 
these regulations or these directives which we have and 
have attempted to assess certain ranchers on a basis that 


would be very, very detrimental to their continuing - 


if 
if 
i 


9 | 


bo 
Ww 
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B9 || operations, and as a result they have had to make specific 


representations and sometimes very costly representations 


Ito the Department and finally they came up with a happy 


solution to their problem but at great cost to them. 


That is one of the things that a number of our members are 


MR, GUICHON: 


la little disturbed about. 


B.C., Mr. Carter, has no tax 


| accountants familiar with ranching, basic herds, and so 


on, aS in Alberta. There are many more than there are in 


B.C. I think you would find the tax accountant in B.C. 


that is familiar with the ranching operation would be very 


| rare. 


THE CHAIRMAN: 


I think we meet the cattle people 


in Alberta and we shall try and remember to put the same 


type of questions and see what they have to say. It would 


MR. RUSSELL: 


| be interesting to know if they agree. 


I trust they confirm our opinion, 


COMMISSIONER WALLS: I wonder if I could inter- 


ject one question in regard to the regulations. Is the 


orincipal concern not the lack of permanence of directives; 


in other words, one civil servant could withdraw a direc- 


| tive and you feel that with regulations you have a chance 


to negotiate and that you would have an even greater 


| chance to negotiate if it were legislation. You say you 


prefer regulations. It is not because you are concerned 


that just a directive, and there have been very few 


directives in the Income Tax Act that have been issued, 


that it might be withdrawn without adequate opportunity 


for the cattle industry to make representations. 


MR. RUSSELL: 


That is very true, Mr. Walls; the 
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B10 1| lack of permanence in the directives is greater than in the 
2) regulations, and also legislation is more permanent still. 
3] It is more inflexible, as the Chairman points out, It | 
4) seems there might be more chance of negotiating in 


| 
5| different ways. 


6 COMMISSIONER PERRY: If it was printed in regula- 
at, tion form no one might ever understand it, which has 
| 
8| happened. 


| 
9| THE CHAIRMAN: The regulation must reach for a | 
10] higher degree of certainty than the directives. It makes | 
ri tough drafting. 

12 COMMISSIONER GRANT: The information on the. 
13 instruction sheet, Mr. Russell, in looking this over, the | 
14/ only reference: made to the price at which an animal will 
15] be valued is under paragraph 7 which says: 

| "The average price of all animals (expressed 
in terms of mature animals) sold in the 

year in which the basic herd is reduced 

shall be used in determining the amount of 


capital realization." 
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C/MR/dpw1| The brief is concerned more with the additicns, the value 


2 of the animals when added to the basic herd. The basis 


3] of the value of those animals is evidently in another 
p esameoe or another ruling. 

s| MR. RUSSELL: Another ruling, yes. That is the 
6| only directive I know of. 

7 COMMISSIONER GRANT: This one here? 

3] MR. RUSSELL: Yes. 

9) COMMISSIONER GRANT: Then they follow the same 


10] basis of valuation, if the price is to be determined for 
11 income tax purposes on additions to the herd, as they do 


| 1f the price is to be determined for a capital asset in 
| 


13; the event the herd is reduced below the basic herd number. 
14) MR. RUSSELL: Yes. 

15 | COMMISSIONER GRANT: They are the same; they use 
16) the same method of valuation? 

| MR. RUSSELL: Yes. They determine the valuation 


18; on the average sale price of all animals that were sold. 


If I might digress for a moment, Mr. Chairman; one occur- 


21) or three years occurred in British Columbia. For account: 


22|| purposes some large companies who operate ranches carry 
| 2 


23) their cattle on what is known as a standard value; say, 

24| at $40 a head or $50 a head. This is for accounting 

25 | purposes. This is the value that they carry in the balance 
26 || sheet. 

27 The tax assessor, in two or three instances, 

28 | endeavoured to increase that from a standard value to what 
29) they say is the fair market value of those cattle which, 


30] of course, could be a very material increase; say, 2,000 


rence that has happened two or three times in the last two | 
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head carried at a standard value of $50 suddenly being 


raised to $125 or $150 a head, that would be two or three 


hundred thousand dollars of income. which they endeavoured | 
to tax but at that time by agreement with the Department 


that problem was resolved by a Departmental directive or | 


| ruling that the animals in the basic herd could continue 


to be valued at this standard value and that the increase 


in value would only be attributed to any animals in excess | 
| of the basic herd. This was a common sense solution to th 
problem and attracted some more tax against those ranchers 
who merely meant to have paid taxes on a profit on the 


| ultimate sale per the animal so sold. 


COMMISSIONER WALLS: Another question in regard 
to this fair market value: you suggest that where the 


rancher has not sold an animal of that type or kind, that 


you then take the average price to the nearest market. 
That is in your brief, I believe? 

MR, RUSSELL: Yes. | 

COMMISSIONER WALLS: In an effort towards simpli- 
city, would it not be better in all cases where you have | 
only got about six main markets in Canada to use the 
prevailing price at nearest point of market rather than 
| attempting in each man's case to diagnose what was the 
average price he received for his cattle? 

MR. RUSSELL: You are suggesting that the 


average industry price should be used? 


27 | COMMISSIONER WALLS: At the nearest market. Am 
\ 
28 L right there are about six main markets in Canada? In 


| 


29 | the interests of simplicity would there be any disadvan- 


30 | tage in using that figure which is available at all times, 


—_ 


| 
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C3 1| supplied by the Canadian Department of Agriculture as the 
2) average price rather than taking the individual's average 


3) price? 


4) THE CHAIRMAN: This is you alternative solution 
5 at the bottom of page 3. Why not make the alternative the 
6 main solution? 

7 COMMISSIONER WALLS: That is right. 
8) MR, RUSSELL: I think the though behind that 
i is there could be a substantial variation in prices in 

ae the various markets, 

i COMMISSIONER WALLS: Yes, but if you take the 
12| nearest market, in other words, 

13 MR, RUSSELL: Im all cases, rather than the 

14/ individual rancher's individual price? 

15/ COMMISSIONER WALLS: I am just wondering for the 

16 | sake of simpicity if it would not get away from the 
mS trouble you are having with the tax office if there was a 

8! simpler method of arriving at the average price rather 
‘oh than using each individuals prices to take the average 

290 price of the nearest market, 

21, THE CHAIRMAN: Less transportation cost from the 

92| taxpayer's farm or ranch, which 1s your formula, You have 

23) stated that here, 

24 | MR, RUSSELL: Where we haven't got actual sales 


25| Of that type of animal in the particular ranch, If we have 


76| actual sales, I do not feel that that would be fair to use 
27 | because again prices could vary as between ranchers in the 
ie, same area, Administratively it creates an additional 
20 | problem, 

| 


30 | COMMISSIONER WALLS: It seems to me that there 


pce eR 


14 


15 
16 
17 
18 
19 
20 
21 


22 


| 
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is some consideration that might be given for simplicity 
of administration by in all cases taking the average price 


to the nearest market which is available at all times. 


THE CHAIRMAN: You wouldn't have much objection 
if it were tit instead of what you propose, I take it? 
COMMISSIONER GRANT: If you are going to take 


the average price at a given market, what are you going 


to take? Is that the average price of cattle that are 
sold on that market for beef, or is it cattle for breeding 
purposes? If you are putting cattle into the basic herd, 
presumably you are going to put them there because they 


are good breeding stock and they should bring, on the 


average - you know much more about it than I do, but they 


should bring on the average, perhaps, 100% higher price 

for good breeding stock than they would if sold for beef. 
THE CHAIRMAN: Does that mean we have instead of 

the eight classes which are mentioned, more than the sent 
COMMISSIONER GRANT: No, nothing to do with 


extending the classes but it does have to do with deter- 


mining what is a fair market value for each animal so 


classified. 

“MR. RUSSELL: I think our feeling is that if 
specific prices can be determined by each individual 
rancher, that would be preferable because that is tied in 
to his own herd, to the status of that herd. 

In other words, he might have poor cattle. He 
might have very good cattle. A man with poor cattle would 
not want his cattle valued, for inventory purposes, on the 
basis of an average market which was based on the sale of 


very much better cattle. 
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We have one other complication in this connec- 


tion, too, and that is that the average price which the. 


2 


; Association determines is a price per pound and a rancher 


4 values his cattle on the basis of so much per head. 


| ‘We solved that problem, we think quite success- 
6. fully with the Penticton tax office by getting them to 
7 agree to average the animal of a particular ranch at so 


many pounds. In other words, steers and cows were 


| averaged, I think, at 800 pounds, and then the average 


10: price per pound that the Association determined was applie 
11, to so many animals averaging 800 pounds per head. 

12) That again is a compromise and an estimate. It 
13) is a very close estimate but of necessity it had to be 


14) done that way. 


15 | COMMISSIONER GRANT: There is nothing too wrong 
16 with that? 


17 | MR. RUSSELL: No. It might increase taxable 


18| profits in one year, but correspondingly reduce it in the | 
19) next year because there is an inventory adjustment. It is | 


| 
20| a matter of when rather than how much and if tax reduction 


21; are consistent, it is not too serious. The profit varia- 


22) tion is not too large. 


23 | THE CHAIRMAN: I think we have covered basic 
24 herds. 
25 | COMMISSIONER PERRY: I have one or two more 


things; I wonder if Mr. Guichon probably could tell us what 


in which a basic herd would be reduced. I can think of 


29 one, and that is you simply need the money. You are 


30 


| | 
27 || the circumstances would be - the most common circumstances : 
forced to sell; what are the other circumstances? 
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MR. GUICHON: A feed shortage. It would all 


| 


2) involve around that question of needing the money. 
3 COMMISSIONER PERRY: No one, having in mind the 
4| ultimate ob jective of the provision, would, of his own 


5| free will, reduce his basic herd? 


6| MR. GUICHON: No. The cost of settling an 


7| estate, a death of a member of the operation, a shortage 
8] of feed, a bad winter, 


9 COMMISSIONER GRANT: Drought conditions. 


10 COMMISSIONER PERRY: What I was really getting 


1i/j at, I might as well be frank here, is whether estate 


12| planning has extended to the point that you perceive 


14] herd. 


is MR. RUSSELL: I think that might lead us, Mr. 


16| Perry, into another point we make later in our brief where | 


17] we state that provision might be made in the case of a 


18) family ranch which in British Columbia there seems to be 


19} quite a few that have been in the family for generations. 


| 


13|| conditions in which you would gradually reduce your basic 
Mr. Guichon's own ranch is like that. His grandfather 


21 


started it in 1800. His father carried it on. He has | 
22| carried it on and now his sons are growing up and they spite 
25} going to carry it on. These ranches carry on in the famil 
24| ang consist of the major asset in that family. Sometimes 
25 | in the. face of a death, and substantial death duties 


| 
26/ being payable, suddenly being required to raise a large 


| 
' 
| 
27'| amount of cash is very detrimental to the continuing 


2 28 operation of this ranch and for that reason one of our 


29 suggestions is that provision be put into the Act that 


\ 
901s, such circumstances, providing no dispersal sale is made 


| 


{| 
2 \ 
it) 


3! 


4| 


| 
5 i 
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payment of death duties. 
THE CHAIRMAN: Thank you. The next item is 
production incentives. You state that certain costs, 


fencing, new building, irrigation works, corrals and pens 


, should be apportioned at 25% to allowable expense and the 
remaining 75% to capital assets. At the present time I 
| presume the whole thing goes to fixed assets and is depre 


ciated, I think you say, 5% a year. 


COMMISSIONER WALLS: It's 5%, except irrigation 


| work, which is 10%. 


MR. RUSSELL: The ranchers have the privilege 


of staying on the straight line basis, if they desire it. 
| They can go to diminishing balance but they can't switch 


' between the two. 


COMMISSIONER WALLS: Are'’most of them on the 


. Straight line? 


MR. RUSSELL: I think a number of them are for 
the reason that under straight line there is no recapture 
of a sale. 


COMMISSIONER WALLS: Basically, isn't your 


| problem that things such as fences and corrals do not have 
‘a 20-year life, so that a 5% depreciation is not enough? 


| Would you not solve your problem with a higher rate of 


depreciation on things like fences and corrals? 

MR. RUSSELL: Or alternatively it is compensated 
by the allowance for replacement. So long as replacements 
are allowed to be written off as an expense. This, I don't 
think, was so much to suggest a higher rate of write-off, 


rather than an incentive to expand a ranch by clearing 


SS ee a Te 
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additional land so that more cattle could be run on the 
ranch, As a result of clearing more land, they have to 
build more fences, more corrals, to take care of the 
additional cattle you can accommodate, 

This is a suggested incentive to encourage : 
such an expansion by allowing a heavier initial write-off, 

THE CHAIRMAN: We are finding a certain disillu- | 
sionment with regard to incentives, in industry pane ee | 
larly. We are wondering, and I don't suppose you can mA 
us what the effect of such an incentive would be, I have | 


often thought than allowing incentive to everybody may be 


| 


fairly expensive when the pay-off is to seldom effect a | 
{ 
| 
decision, One time out of a large number of times the 


return would be very good, If that is the case, it means | 
a shift of the tax burben, to some extent, without getting 


much by way of benefit out of it, 


| 
| 
| 
| 
There haven't been incentives in your industry | 
here, I suppose, so you have no experience, Is that | 
correct? | 
| 
MR, RUSSELL: Not of that nature, ‘The only | 
incentive that might be considered as such 1s again the 
basic iin but this is hardly an incentive, 
THE CHAIRMAN: That is a means of measuring 
income, and I would think quite an appropriate means, 
MR, RUSSELL: As opposed to capital gain, It is 
a mechanical device, 
COMMISSIONER GRANT: There are incentives in the 
agricultural field but so far as this brief is concerned, 
the beef growers, there isn't, There is in the hog 


industPy, 


14 
15. 
16 
7 
18 
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MR. GUICHON: There are none in the cattle 


| business. 


COMMISSIONER GRANT: In the hog industry. 
COMMISSIONER WALLS: You mean a grade incentive, 
THE CHAIRMAN: Do you really believe, Mr 


that you and your confreres would produce more beef cattle 


MR, GUICHON: That is a question we have got to 


' ask ourselves and have got to get an answer to. 

_ case, an example would be in the interior of British 
' Columbia we depend a lot on the storage of water. 

| generally construct our own reservoir, our own dams. 


! Well, lately, we are faced with the cost of, say, a $5,000 


$6,000 expenditure on construction of that reservoir and 
I think personally I would decide in favour of doing more 
of that work if every year or so I were allowed to charge _ 
part of that expenditure in income. 
THE CHAIRMAN: This would influence your judgment)? 
MR. GUICHON: Yes, it would. I am sure it would. 


Guichon, that if this provision was written into the Act 
| 
' THE CHAIRMAN: That is good enough. Then, of | 


_ course, the question is to what extent 1t would influence 
1 it. Would the influence be enough to actually have an ~ 
“impact, or would you achieve most of it without that? 


| You may not ve able to answer that question. 


MR. GUICHON: I would say offhand that the 


| larger operators, the larger ranch operators in the 


| province would definitely take advantage of it. It would | 


be, I would say, 75%, perhaps, of our members who are 
small ranch operators who perhaps would not be able to 


take any particular advantage of it, but the larger 
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operators definitely would, 
THE CHAIRMAN: Thank you very much, 
COMMISSIONER WALLS: To what extent work such 
| as the building of these dams or in clearing of land, is 
| done by your own employees and listed as wages? To 
what extent are you checked up as to whether that is an 
actual improvement to land that should be a capital 
expenditure as against showing it as an operating expense? 
MR. GUICHON: We would not be checked up at all. 
COMMISSIONER WALLS: You are making an issue of 
| it here, and I note that there are many places where it 
| would be difficult to draw a line between what is land 
clearing and what is ploughing, one would be expense and the 
other a capital improvement; to what extent are you being 
checked? 
MR, GUICHON: We are not, but in the case of a 
lot of this work we are not able to have it done by the 
actual ranch employees. In the case of a dam, there is 


the engineering costs, the material for the sluiceway, 


and so on, that runs into a lot of money, Engineering 

costs nowadays are required a engineering services are 

required ee the Water Works Department. Things like that, 
MR. RUSSELL: Expenditures of that nature 

| generally drop into the lowest category for rates as far 

| as depreciation is concerned; dams, and ditches, and so 


76| On. They are deemed to be long-term improvements. 


COMMISSIONER WALLS: What I was getting to is 


you have a section here where you request that land clear 
99 | to be considered as an expense and not as a capital improv 


30 | ment. Now, there is a very narrow line of demarcation as 
which it is and 


| 
| 
j 
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c114| if it is done by your own men, and it is — : 


2| charged as wages, to what extent do you run afoul of the 
| department 
3, income tax fon it being a capital expenditure as against an 


4 | expense? 

$I MR. GUICHON: Most land clearing and dams would 
ale done with hired equipment. Would that be the answer to 
Jaeede question? 

8 | COMMISSIONER WALLS: It could be. 

9 | MR, RUSSELL: I don't think we want to commit 
19' ourselves on that. It is always a debatable subject with 
11) 2 tax assessor what is iand improvement and what is depre- 
17) elation, or what is an expense. 

13, THE CHAIRMAN: I think, if you will agree, we 
14) will skip the next one - valuation of inventory - because 
15, you indicate in there that you believe you are reaching a 


16; happy solution. It is an administrative matter. 


17, MR, RUSSELL: I think that ties°in, sir, to the 
1g fair market value discussion we had. 

19, THE CHAIRMAN: Estate taxes? | 
< MR. RUSSELL: I mentioned that, I think, a few 


21, moments ago, by suggesting a five-year period of payment 


22|| for taxes under certain circumstances would be very bene- 


24 | THE CHAIRMAN: Are you aware of ranches being 


25; Sold because of the insufficiency of cash to pay succes- 


{ 
ficial, in certain cases. 
26|| sion duties? 

27 MR. RUSSELL: I am not personally. 

28 THE CHAIRMAN: We hear this fairly often, but I 
29|' am rather dubious as to whether there is the effect that | 


_30| people are speaking of. I am inclined to ask the question 
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MR. GUICHON: I think the evidence could be 
gathered that would show, Mr. Chairman, that the widow 
left to continue the operation of a ranch, tecause of lack 
of cash and because of the fact that she had to pay out a 
lot of cash, she wouldn't be in a position of hiring 
competent management, and therefore, and particularly if 
you have ready buyers for ranch operations - a lot of 


these ranches have been sold; not necessarily as forced 


COMMISSIONER WALLS: Do you feel that that 


| places an unrealistic value for assessment for estate 


MR. RUSSELL: It does. We heve encountered 


| 
| 
| 
15 there was a decided advantage estate tax-wise to own land | 
: 
| 
| 
| 
| 
| 
{ 
THE CHAIRMAN: Just as a second point, you | 
that | 
931 mention/the valuation should be based on the production | 
or the income of the ranch. Is that what you are prseeins | 


MR. RUSSELL: Yes, that situation, of course, 


THE CHAIRMAN: I am sorry. 


MR. RUSSELL: Which puts land holdings in foret 
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countries back into the estate. 
COMMISSIONER PERRY: It has already had an 
observable effect? 
MR, RUSSELL: Yes, What appears to be a sivas 
down in transactions of large ranches, 
THE CHAIRMAN: That would, by itself, cure 
the trouble you speak of? 
MR, RUSSELL: To a degree, but it could recur, 
COMMISSIONER GRANT: There is a tax payable, 
or course, in Canada on that land, Estate tax is paid, 
THE CHAIRMAN: Fifteen percent, isn't it? 
MR, RUSSELL: Fifteen percent, Up until last 


year the land wasn't included in the estate, but now it 


is, You get your credit, 


THE CHAIRMAN: Is there anything else on estate 


taxation? Moving to general, there is one thing that I 


want to speak a little bit about here, and that is the 


general statement with regard to the employees or assessors, 


I have underlinde the words "but rather is a suggestion 
that a yap een rather than a helpful atmosphere 
appears to exist in taxation offices," 

I think most of us have perfectly normal retac 
tions with tax gathers, They are persons and they 
react sometimes in a generous way and sometimes in a 
supsicious way, What is behind this statement? Is it 
because in Alberta dealing with ranchers these fellows 
have shown an abnormal amount of suspicion?: 

MR, RUSSELL: Personally, Mr, Chairman, I don't 
prescribe to this theory, I don't think Mr, Guichon does, 


Whether this got into this brief by reason of personalitie 


t 

| 

} 
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D3 1] other than ours, because my own experience has been very 

2) fine with the Tax Department, and I have said this secahted: 
3 ly. True, we have differences of opinion and we argue 

: them, and that is what they are for, and that is what 


5| we do. Occasionally, of course, individual assessors will | 


6| cause annoyance to a taxpayer. Nobody likes to pay addi- 
7) tional taxes, but generally throughout the whole assessing | 
g| unit of the Tax Department they have very competent staff. 
9| I think they are very considerate, very fair, very able. 


10 As I say, we can argue our heads off during the 


11| afternoon, but that is the end of it. 


| 
| 
| 
| 
| 
| 
| 
| 
12 THE CHAIRMAN: Thank you. I think we will drop | 
13 this here. Certainly tax gatherers like taxpayers can be | 
14) unreasonable, quite unreasonable. We have instances oe 
15] things have gone wrong. As I said before they are people. 
bt MR. GUICHON: Mr. Carter and members of the | 
17|| Commission, as I pointed out in the beginning this brief | 
18] was drawn up of replies from questionnaires. I think it | 
19|| would be well to bear in mind perhaps 75% of the member- | 
ship in our Association, when dealing with tax accountants | 
and officials, wouldn't be represented by professional | 
advisors and naturally the individual ranchers without 
the experience and ability would have difficulty at times 
and this perhaps was put in thinking of those members who 
had difficulties and naturally reported them on this 
questionnaire. 

THE CHAIRMAN: I think that is quite under- 
standable. Thank you, Mr. Russell. Thank you, Mr. 


Guichon. Thank you very much indeed for your appearance 


this morning telling us about this, and particularly the 
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I think that will 


stay with us. I am very glad to have had that one. What 
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3| you have said to us we will consider carefully. I thank 
| 


4 you very much indeed. 


5 | MR. RUSSELL: Thank you, Mr. Chairman. 
6| THE CHAIRMAN: I think we will have a five-minut 
7 recess, 
8) 
9| --- Short Recess 
10. | 
| 
1 THE CHAIRMAN: Mr. Secretary, we will have the 


12) next submission. 
13! THE SECRETARY: The second brief this morning is 


14) being presented by Mr. C.E. Scanlan of North Vancouver. 
16| which I now enter in the record as Exhibit 124. 


15 Nr. Scanlan is here this morning to speak to his brief, 
1g | ~~~ EXHIBIT NO. 124: Submission of Mr. C.E. Scanlan. 


19 

20) SUBMISSION OF MR. C.E, SCANLAN 

of] THE CHAIRMAN: Good morning. 

al MR. SCANLAN: Good morning. 

al THE CHAIRMAN: We have your submission before us 


24\| and we have read it. You are a professionali engineer, I 


25 || see, by what you have told us, 


6 MR, SCANLAN: Yes. 

27 THE CHAIRMAN: What causes your interest in 

2g || taxation? We all have a minor interest in it; some more 
29) than others. I was wondering why you are concerned with 


30]. it to this extent. 


~~ 


ANGUS, STONEHOUSE & CO. LTD. 23227 
TORONTO. ONTARIO ea! 


MR, SCANLAN: Well, the main subject of the 
brief is in connection with education and that is, you 
see, the taxes municipalities have to pay. I had 20 
years experience in municipal life as alderman and Mayor 
of Kamloops and counsellor and Reeve of the District of 
North Vancouver, Education costs have always been a 
serious thing to me in making up municipal budgets, 

THE CHAIRMAN: It would seem pretty logical 
you would get carried into this particular area in those 


circumstances, You start off by suggesting that the 


Canadian economy is approaching a point of becoming stag- 


nant, I thought we had a very good year last year with 


growth in the G,.N.P,. 


i 
H 
{ 
i 
| 
i 
} 
{ 
H 
} 
H 


| 


yo 


MR, SCANLAN: The balance of trade isn't so hot, 


is 1t? 
THE CHAIRMAN: It is better, It is improving. 


MR, SCANLAN: It is becoming better, 


{ 
i 
} 


THE CHAIRMAN: That doesn't indicate stagnation.) 


MR. SCANLAN: It is not stagnation but it is 
approaching the point where it will unless something is 
done. 

THE CHAIRMAN: As you say, your brief deals 
primarily with education, We might as well proceed to 
matters of education, 


COMMISSIONER WALLS: I wonder if I could ask 


one question on this first page, before we get on to that? 


I am rather interested being in agriculture as to the 
authority for your statment that "subsidies as provided, 


whether rightly or otherwise for agricultural products 


price 
3 | cannot apply to industry." The cost of/support last year 


| 


| 


i 
| 
} 
| 
| 
| 
| 
| 
| 
| 
1 
| 
| 


| 
| 
| 
| 
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D6 4/ by government was $22 million and the subsidy to only two 
| 


other 
3) There are a number of /industries that are receiving a 


i 
2 industries, coal mining and gold mining, was $28 million. 
4 subsidy, such as ‘ coastal] shipping, railways wa so on. 

5) On what basis, Mr. Scanlan, do you state subsidies are 

6 not available to industry? | 
7 MR. SCANLAN: I am talking particularly in that 
$i case of manufacturers. 

9! COMMISSIONER WALLS: Pardon me, I didn't hear 
10. what your reply was. : 
17: MR. SCANLAN: I said I was talking about subsi- | 
12) dization of manufacturers; the manufacturing industry, | 
13°) not the mining industry. 


14: COMMISSIONER GRANT: You wouldn't regard tariffs 
iS. also as a form of subsidization? Many manufacturing 
: 


16. industries wouldn't be able to continue if they didn't 
42 have a certain amount of protection and there is a simi- = 
larity between that and subsidization, don't you think? | 
19, THE CHAIRMAN: I think we all agree, Mr. Scalan, | 
201 as to the increasing need forfunds for education. I think | 
: | 
21: in the future we are going to see very substantial ieee 
22 made in the cost of education. You indicate here that 
23) property taxes are not going to bear very much more of 
24 this kind of cost. Why must we assume that property taxes 
25; are very heavy at the precent time? What is the evidence 


that properties are very heavily taxed at the present time 


26 | 

| MR, SCANLAN: We pay almost 50% of the property 
28 | tax into education. 

01 THE CHAIRMAN: Is that bad? That you don't 


30 


| 


approve of. 


a 
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MR. SCANLAN: This is North Vancouver, the 


property tax on the general rate, that is for municipal 


business: $1,927,000, and for schools, it was $1,735,000. 


The increase in the school population is rising from some 


ten to twelv percent a year which means that in five 


years your school rates will be increased to the extent 


it equals or exceeds the general tax rate. 


THE CHAIRMAN: Right. I don't doubt that. More: 


money must be found out of taxes and it is a question as 


| to which taxes are the most suitable for this purpose. 


Should it be income tax, sales tax, property tax - I don't 


2 il know. There are pros and cons to each, I think. If 


| 


13| properties have reached a point where they are being 
ii 


i 


14, sold for taxes and there was other evidence that taxation 


| 
| 
i 
| 
i 
| 
{ 
{ 


18 


on properties was causing damage in this area to home 


ownership I daresay the money should be raised by other 


this 


means. I was asking /question seeking evidence that 


properties are actually taxed too much. We have heard 


that said by other municipalities. 


evidence is on that. 


I am not sure what the | 
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A friend of mine recently had to move out of his 


2| house becuase he could not afford to pay the taxes any 


3 more and that is only one case probably of a good many, 


4| THE CHAIRMAN: You think that 1s happening 

5| fairly often, do you? 

6) MR, SCANLAN: I do, yes; especially with the 
| older people who made provision for themselves in the 

8 | early days, on certain superannuation, but prices have 
gone up to the extent that superannuation that they 

10] provided for when they were working is not sufficient to 


th keep them today and if it wasn't for the old-age pension 


12/ that a lot of them get, they wouldn't be able to live at 
13 all. 
14. COMMISSIONER WALLS: Am I right that your | 
is! suggested 1% sales tax is on all manufactured goods which | 
16 will include those that are presently exempted under the 

| 


| 
17, federal sales tax? 
13 | MR, SCANLAN: I imagine that since industry 


19, needs educated people, properly trained people, that they 
| 
99) Would be willing to pay a small percent of their profit 


91| for education which, with the improved education they rec- 


22; eive in their industry, they would be able to cut their 


23. costs over a short period of time, 
i 


24 | COMMISSIONER WALLS: Am I right in interpreting | 


25|| that when you say 1% sales tax, that is an alternative to 
26|| thet portion of paying for the cost of education that tod 
97| comes from the property tax? In other words, 1% would not. 
28 give you sufficient to pay for all elementary and second 
99 education, so I presume that you are still looking to 


3 government to pay the amount 
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that now comes out of consolidated revenue, and this 1% 


would replace that portion that is today paid by property 


taxes; is that right? 
MR. SCANLAN: To some extent, yes. You see, | 

at the present time the Federal Government, to assist 

unemployed, have many grants to the municipality for winte 

work, and if the municipality's tax rate for schools 

could be cut, say, 50%, that money would be available for 


the municipalities to provide work for a large proportion 


of the unemployed in the municipalities, 

At the same time, it would relieve the Governmen 
of winter work programs and other assistance which they 
render from time to time, 

THE CHAIRMAN: Thank you, Mr. Scanlan. We have 
considerable sympathy for your POint of view. Whether 
you picked the right solution or not, I don't know, but 4t| 
seems pretty clear that educational costs are going to be 
increased, More funds are going to have to be raised to 
pay for education, and probihly many of us would think 
there is no better way to spend our money. Just how to 
raise it is far from being resolved, 

. We have no further questions, Have you anything 
more you would like to say to us? 

MR, SGANLAN: No, I think the suggestion that I 
made is worth consideration. 

THE CHAIRMAN: Thank you very much, I am sure 
it is worth consideration, 

MR, SCANLAN: Thank you. 

THE CHAIRMAN: Let us proceed, Mr, Secretary, 


THE SECRETARY: Mr, Chairman, the next brief is 
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from The Corporation of the Township of Langley. Councillor 
Noel Booth will present the opening remarks and will intra: 
duce his colleagues. I would like to enter this brief 


into the record as Exhibit No. 125. 


--- EXHIBIT NO. 125: Submission of The Corporation of the 
Township of Langley. 


SUBMISSION OF THE CORPORATION OF THE 
TOWNSHIP OF LANGLEY. 
Appearances: Councillor Noel Booth 
Reeve W. Poppy 
Mr. D.J. Doubleday 
THE CHAIRMAN: Good day, Councillor Booth. If 
you would be so Kind as to introduce your colleagues, I 


introduce to you this Commission whose names you see in 


front of us. I would like to know a little bit more about 


| the Township of Langley than you tell us in your submis- 


sion. I assume it is not very far away from Vancouver, 


although I have got little idea of the size of it, I am 


| afraid. Anyhow, in your introductory remarks anything 


along that line would be appreciated. 

MR. BOOTH: Is it necessary to stand up? 

THE CHAIRMAN: Do whatever you please. Most 
people sit down. 

MR, BOOTH: Mr. Chairman and members of the 
Commission, the Langley delegation consists of Reeve W. 
Poppy; our clerk, Mr. Doubleday, and we have with us 
Councillor E.S. Flowerdew. 

Now, to speak of the district of Langley, we 


are a large area located, if you are familiar with the 


E4 1] geography of the Fraser Valley - we are the municipality 


2 


3 


— 
oO 


— 
ps 
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next to Surrey, just on the other side of the Pattullo 
Bridge. We have a very old historical tradition in 
Langley. We were the first capital of the province. In 
fact, we rather assume we are somewhat the centre of 
things and Vancouver built up around our borders. 

In submitting this brief, Mr. Chairman, there 
is one statement we have made in there which I think 
requires a little explanation. We have stated, for 


example, or we have given a figure of 40% of the Gross 


| National Product. Our resources for establishing this 


figure are not too good. 


\ 
{ 


| 


) 
} 


I imagine it will be necessary for the Commission 


in its deliberations, to ascertain that exact figure 


because I think this has a material bearing on the whole 
economic and taxation picture in Canada. It could be that 


40% may turn out to be 30%. I rather hope it will because 


I was reading Parkinson the other night, the man that 


comes up with his views on what do you term it - laws? 


I think he calls them laws, and he remarks in his latest 
book that 35% taxation, Gross National Product, is in such 


a state that at 35% we have gone over the whole economy - 


gone beyond the pointofmreturn. We rather hope that 


i 


figure will be less than 40%. I hope we haven't gone that 


far. 
I have a statement here - and probably I can 
read it, because it supplements the brief, and to some 


extent repeats the salient parts of the brief. I would 


say that my credentials are from the school of experience. 


___30l; imagine the Commission is used to having people come 
| 


| 
| 


il 
E5 1) 


— 
On 


4 
——_ & 
“euot 
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here with a lot of degrees. The only degree I can offer 


| is the question of experience. 


Now, this experience, in my case, goes back to 
1933, when I served by first term as Reeve. Since that 
time I have served as Councillor, School Trustee, member 
of the executive of the Union of B.C. Municipalities, 
and as Chairman of the Fraser Valley Municipal Association 

We agree with the widely held view among munici- 
val officials that the municipalities are being loaded by 
the Senior Governments with expenses non-municipal in 


character and that this condition is causing the Municipal 


' taxpayer to carry more than a fair share of the tax load. 

' This situation is being reflected in the unprecedented 
Rake in municipal taxation. We contend that Federal and 

| Provincial money must be made available to the municipali- 


ties to help pay for these non-municipal costs, or alter- 


natively, tnat the federal and provincial governments 
assume these costs directly. 


For these reasons, we welcome the establishment 


| of your Commission with the hope that this fundamental 


| problem will be given the serious attention it deserves. 


We assume that other municipal organizations will be 
making submissions to your Commission on a variety of 
topics. These topics may be all very worthwhile but even 
if they are granted, may be paltative in effect, 30 we 
must insist that the fundamental problem is the unscramb- 
ling of the present tax omelette. The basic need is for a 
more concise enunciation of the responsibilities and prero 
gatives of all three levels of government. This may 


require a revision of the existing or the creation of a 


2335, 
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E6 1] new constitution for our Country. There would appear to 
2) be adequate justification for the partnership principle to 


3) be applied between all three levels of government in place 


4] of the present everlasting joekeying for advantage which 


| 
{ ra 

5| is in effect now, and in which the municipalities by 
| their inferior position, are forever doomed to be the 


| losers. It 1s high time that municipal government is 
given the status commensurate with its responsibilities. 

We feel that the creation of this new perspec- 
tive in MN, relationships will make it possible 


to establish financial policies that are commensurate | 


with responsibilities involved and more acceptable to the 
Canadian taxpayer. The present taxation structure, in 


| our opinion, is built upon a questionable foundation; to 


| best, be temporary in nature and could, in the iong run, 


add to the complexity of the problems. involved in the 


establishment and administration of tax policies. 
In our Brief, we have stated that the role of 
the municipalities shall be Limited to those activities 


which may be called service to property, Sugh as roads, | 


| rearrange certain components of that structure would, at 
bridges, water, sewers, street lights, police, fire protec 


tion, etc. The property owner can be rightfully expected 


to assume such costs and they should be the limitations © 


| 
25| of municipal taxation. The municipal taxpayer should not 


i 
27, such as social service, schools, hospitals, etc. 


28 | To give the Commission some idea of the impact 
| 


i 
i 


29) of school costs upon the municipal taxpayer in’this 


| 
| 
i 
26 be obligated to pay for services not localized in characten, 
| 
____ 30! Province, we remember not long ago when the cost per = 


E7 1) was around $100 per year. We have recently had a Provin- 
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2| cial Royal Commission dealing with Education, known as the 


3 ‘ 


“4 


{ 
| 
| 
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10 


11 
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13. 


14: 


Chant Commission. The Chant Commission predicted the 
following rise in cost per pupil - 1960 - $406.16; 

1965-66 - $543.36; 1970-71 - $734.95; and from 1972-75 - 
$988.65. When school costs were around $100 per pupil 

we could tolerate a bad principle because the cost was not 
unduly harmful, but if the increases predicted in the 
Chant Report are realized, and they have been correct so 
far, and if the present municipal responsibilities of the 
school costs remain in effect, then the future of the 
municipal taxpayer is very grim indeed. These school 
costs are symptomatic of the application of bad principles 
of taxation. This causes an imbalance in the tax load. 


t is obvious that the narrow tax base of Real Property, 


which provides the main base of municipal taxation, cannot. 
| carry such impositions and it is grossly unfair that it 


| De expected to do so, 


If, as a result of your labours, you get a more 


equitable Gistribution of taxation, all generations of 


_municipal taxpayers will rise up and call you Blessed. 


THE CHAIRMAN: Thank you, Mr. Reeve. We would 


MR. BOOTH: I am the Councillor, Mr. Chairman. 


i The Reeve is on my right. 


25. 


26) 


27 


| 


28 


THE CHAIRMAN: Thank you, Mr. Councillor. Yuu 


nave certainly enjoyed very long experience. I note it 


is 30 years since you first hecame Reeve. It is certainly 


very helpful to us to have people with that kind of 


29, experience come before us and tell us these matters. 


30 


| 


| 


It is a little uncertain as to whether our 
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terms of reference, our instructions in this Commission 


take us into this area to which you are now guiding us. 
Certainly we are, and must be, concerned with the total 
weight of taxation and the total weight of taxation 
includes decarit cake ln easier: so that we are glad to receive 

| from you these remarks, and this submission. 

| Might I say that we were a little startled when 
you opened with the 40% figure. We had not heard anything 


as high as that before. 


what it is, we believe it to be somewhere much closer to 


30%, but I am not going to be precise now as to whether 


| 
| 
| 
While we are not in a position to state precisely 
4t is 28 or 32 or what it is. I don't know, to be quite | 


honest with you. 
15 Now, the costs that you suggest that are saddled 
16 Om municipalities, which you believe should not be saddled 


17 Om municipalities, but ought to be borne by senior sovern- | 


1g|| ments, relate to social service, schools and hospitals, 


19| Primarily, I gather from what you had to say. I was not 


99 || altogether convinced that these charges are not local 
| 
21 Charges, properly charged against the locaiity. Social | 


97 services are something that grew up in the locality. At 


; cne time I presume they were unorganized and taken care of 


| 
| 
24|| by the more fortunate in the community. Certainly schools, 
I would think in any community, started from the churches 


25 

26 | who were local in their nature, and I suppose nospitals 

97; were pretty much the same. 

98 You point out that aational sources are | 


a local. It may well be that the locality cannot find 


30 | the money to support them. I am uncertain as to that. 


ANGUS. STONEHOUSE & CO. LTD. 2338 
TORONTO. ONTARIC 


it is not property that pays taxes. It is persons that 


pay taxes and it is all a question of how persons share 


| the load, so that I think it is interesting to have you 


come forward and make your pitch as strongly as you have 


MR. BOOTH: May I add to my comments, Mr. 


| Chairman? 


THE CHAIRMAN: By all means. 


on this score. 
| 
| 


2| 


3 


4 


5 


6 
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MR. BOOTH: The school position we have 
depicted here is really going to be much worse because we 
have been taking care already of elementary schools, 
taking our share in the high school situation. The 
Provincial Government recently stated they intend to 
establish junior colleges so probably municipal taxpayers 
will pay the two years of university. Our feeling is 
this real property angle of taxation which is the source 
of our revenue has toonarrow a base for the discharging 


of these functions. We go to the Provincial Government 


for funds to take care of these things and carry this load. 


We feel that the Federal Government should make some 
contribution to these things. 

For example, we borrow a lot of statutes here 
from Great Britain. The municipal situation in Great 
Britain is that local government pays 38% and the Parlia- 
ment pays 62. Surely we have come to the point here when 
this question of this jockeying between the municipal 


approach and provincial approach - we don't approach as 


equals; we approach like a man might approach a magistrate. 


The Government tells us what to get and what 
they are going to propagate us with. There is no appeal. 


This condition is making the tax situation in Canada so 


inequitable. You have a whole segment that gets by lightl 


Also there is the point a man has not equity in 


real property. We believe the thing is very unfair and 


| we are hoping this Commission - we in our brief suggest, 


although we are not positive of this - we believe the 


Commission should look at the capital gains in Canada. 


| 


We are one of the few countries that have no capital gains. 
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|as they gain in stature and size and wealth their voices 
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It may relieve the burden on property tax. 


Further to the comment, Mr. Chairman and members 


of the Commission - the Chairman has overlooked the ques- 


| tion of constitution. Federally we know what the rights 


and prerogatives of the Government are.. The provinces 
have also rights and prerogatives, properly organized and 
defined by statutes. The municipalities have no statute 
at all. 

We suggest to the Commission to elaborate on 


this so we know what the Provincial Government - what the 


next scheme, what the next thing they are going to do is. 


If we could get statutes, municipal statutes in Canada so 


that we would be like the other two levels of government 


anc we would be protected by statute and other 
- governments wouldn't get into those and real property 


would have some orotection. 


| 
| 
| 
| 
THE CHAIRMAN: We are only a commission ite 
aitn taxation but I always understood that the monlde oad 
ties are the --- 
MR. BOOTH: Wards. 
| 


THE CHAIRMAN: Of their province; and, of course, 


appear to become more strong. I suppose that is natural 


| enough, 


COMMISSIONER WALLS: There is one or two things 


26 I “ould like to ask in regard to your suggestion as to the 


i} 
{ 


i 
27 


a . alternative 


use of capital gains. I pvelieve that is rather Mew /coming 


23 | from a municipality. 
i 


} 


MR. BOOTH: No, sir. Let me make that clear: 


in our brief, we haven't taken any positive suggestions. 


nr 


oo 
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We haven't said this should be done. We have put the 
question forward, is it possible and would it help, 

THE CHAIRMAN: You suggest an investigatinn of 
the feasibility. 


MR, BOOTH: That is right. 


| 
| 
| 
| 
| 
| 
| 
COMMISSIONER WALLS: I appreciate that, but what 
I would like from you being that you are a rural municipal 
ity; is what in having to pay capital gains when in old ost 
they were forced to sell the farm or turn it over to bare 
sons? Would they favour capital gains? 
MR. BOOTH: I think in our brief we say it 
should be considered on a progressive basis, I think that, 
is fundamental of any capital gains. The thing that : 
disturbs me is municipal procedures, I had the eet 
of studying some Financial studies and I am told pdead ert 
was 30 and is now 20 and Steep Rock 1.26 and now it is 
23-12, and all these others - surely those people that are 
making money, these fabulous amounts of money - surely 
this other part of the economy could provide some sort of 
taxation to help what the municipalities are getting now, 
COMMISSINNER WALLS: One other question that 
rather confused me, and, of course, I appreciate you just 
want to see an investigation of the use of capital gains, 
as you say in one part of your brief, but in the Murison 
study of which you supplied us with a copy and which you 
endorsed one hundred percent, yet the suggestion that 


| 
| 
| 
| 


capital gains be used to pay for municipal sections of the 


education cost is contrary to the suggestinn put forward 
{ 


by Mr. Murison. 
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MR. BOCTH: Let me make this thing clear. We 


2| are not suggesting that you use capital gains. We merely 
! 


3| had to come up with something of a positive nature in all 


4) this speculation, and we used capital gains. It is worth 
) looking into. We are not saying the Commission should do 
6\ £U.. 

val THE CHAIRMAN: We are merely exploring the same 
8) as you are; what the reaction would be to it. 

oo MR, BOOTH: The Murison report with the B.C. 

a municipalities - this is an elaboration. We figure the 
11) Commission isn't going to be interested in investigating 
12) provincial-municipal relations. Our submission is merely 
13. on general lines of equitable distribution of the Genetica | 
14! tax rate. We have the tax burden for education and it | 


15| Should be taken off our taxes. The only people who can do | 


16 | it are the Federal and Provincial Governments. 


17! COMMISSIONER MILNE: This may not be a problem 
18, in British Columbia, but I have heard a comment in some 


19) other provinces that the size of the municipality contri- 


20| butes to this problem. Do you think there is anything in 


21, that? 


| 
| 
22| MR. BOOTH: What problem - you mean of taxation? | 
23 | COMMISSIONER MILNE: In some cases, that muniet-— 
4 palities based on size are too small to bear what is | 
25 placed upon them. 
26, MR. BOOTH: I don't - I couldn't go alone with 
27 that. We are a very large municipality. | 
28 COMMISSIONER MILNE: It possibly isn't a probiele 
29 || here. 


30 MR. BOOTH: It is a problem. We get certain 
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75 1] grants. We apply to the Government and we have a munici- 

pality with probably 350 mites of roads being maintained 

| and we have another neighbowring municipality who probably 

| are a city combination with only 27 miles. There is no 

| formula that will - if we get a grant from the Provincial 

| Government they don't say, "We are going to pay you so 

| much.a mile." A little city with 23 miles quite 
conceivably could get the same as we do through the supple 
mentary highway grants, you see. I don't think size has 


anything to do with it. I think no matter what the size, 


| compelled to get the taxes on a municipal level, that real 


11) nO matter how small, no matter how big, as long as you are 
| property is in real danger. 


A Tepe oo, Sata RRR a ae I SNe ne ea 


14) Some relief must be given from the pressure of 

15|| that 

16 THE CHAIRMAN: The administration of the service 

17 1g local, is that not right? Education, social services, 

18) and hospitals. 

19) MR. BOOTH: In the Province of British Columbia 

20 the social services are now in the hands of the professionals, 
21) the social service workers, and administered by the cae 
22) and I think the only way we participate, we get the Sh 


{ 
! 
| 
23\| lege of signing cheques, the Reeve. The schools - we have | 


24\) seen the emasculation of school boards. They had power, 


25 | some authority, and now we have quite a change. The powers 
26 | 


have greatly been taken away and we have in the municipal 


m1 | t4ei4 - we collect, for example, in Langley, I think, 
9g | perhaps, half the cost of education in the schools and 


29 |iwe collect and we turn it over to the school board, That 


30 


| 
1 


is the question of administration. The hospital is the 


| 


ie 
ela + 
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eo 


F6 1 same way. It is administered not by the municipality who 
2) buys the asset, and we make the contribution toward the 
3| cost, and so on, and then we get certain funds from the 
A Provincial Government under this scheme we have in the 

| : 
s| Province of British Columbia. 
6! THE CHAIRMAN: You have a great deal to say 
7 about the composition of the school board, I think. 


8| MR. BOOTH: Local people have the right to elect 


g| them. The powers of the board have been so circumscribed 
10; and limited - for example, a man like myself whose memory 


11| goes back to when school boards could hire and fire 


215) teachers and really do things - these days are gone. 
12) 
| 
13/ COMMISSIONER PERRY: Mr. Booth has said he feel 
14) real property is in danger, to use his exact words. What 


15| danger do you fear? 


MR, BOOTH: The danger we fear is this: the 


17| property is local, and apart from some very big financial 


outlets who probably have very great investments in real 


! 
| 
| 
i 
19| estate holdings - the general property holder is a small 
| 
| 


‘nan, a man with very limited assets, and his home is his 


21 asset. Withthe tax loads of government he loses his equity 


22 - that is his asset in the country. If you raise taxation 
93} 8 when you destroy the equity who is going to buy if you 


have to buy it back every ten years. We are rapidly 


approaching that. You are destroying the man's equity. 
You are destroying the man's character. 
COMMISSIONER PERRY: Is there any actual evidence 
of this? 


MR. BOOTH: The actual evidence is the raise in 


taxes and the raise is as we see it. This raise is jumpin 
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F7| right now. When you compare a man in this province a2 
9 little while ago paying $100 and what they do today. 


3 COMMISSIONER PERRY: Has there been any increase 


4| in your investment? 


5| MR, BOOTH: I haven't found any. 

| 
6 MR, POPPY: Possihly I could answer that. In 
7| my own case, I am a farmer. I can't give you exact 


8 | figures. I didn't know this question was going to come 


about. Five or six years ago the taxes on my property 
| were $600. I paid this year $1,268 less $70 - after the 


| $70 homeowner grant was taken off. As far as farm income 


is concerned, Mr. Chairman, the net farm or gross farm 
imcome - the gross farm income hasn't increased to take 
care of that tax load. In other words, these acres of 
land haven't produced any more to take care of this. We 
have to find it some other way. Possibly that answers 


your question. 


THE CHAIRMAN: It goes part way. 


COMMISSIONER PERRY: I am quite aware of this, 


of course. This is what happens. what I was really trying 


to get at is what evidence there is of the fact of this 


! 
very marked change which one might say is evident in 
other taxes. There have been marked increases in income 
tax, corporation tax, sales tax; you can just go down the | 
line. In these other areas people alleged specific ails | 
This doesn't seem to be true of people who complain about 
property tax. All we get is arithmetic. I was wondering 
if there is anything tangible you could pin it down to. 

MR. BOOTH: I could give you a little arithmetic 


here, 


a en te 
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COMMISSIONER PERRY: With respect, I am really 
not after arithmetic. 


MR. BOOTH: I could give you a picture of the 


tax level in Langley over the past years. 


COMMISSIONER PERRY: Not really. It would be 


very impressive, but it wouldn't answer my question. The 


| previous witness touched on this. - He said he knew of 


| friends who had been forced to move from their home. 


Do you see much of this sort of thing in your municipality 


MR. POPPY: I think we would have more people 


| move if they could turn their property over. The turn- 


over on property isn't too large. 

COMMISSIONER WALLS: Have you evidence of Ban 
moving off the farm because taxation is making it a non- 
economic operation? That is - the question 

MR. POPPY: I am sure, Mr, Chairman, it is a 
difficult question to answer because a farmer who nas 


equity in the property just can't afford to move off his 


| property. He holds on hoping some day to dispose of it. 


You can't just move off. To answer the question truthfull 


| I don't think there is any farmer moving off his property 


| because he can't afford to pay taxes, but, nevertheless, 


he is not able to afford to move off his property. He 


has a certain equity there and he hangs on hoping that 


| gome day there will be a little glow on the horizon. 


THE CHAIRMAN: Are tax sales increasing? 

mit. POPPY: No. 

COMMISSIONER PERRY: I would just point out to 
you one way of avoiding income tax is not to have income, 


but people must have income. A farmer must have property. 
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1| There are certain things that are essential here, that 
2 must be lived with. Perhaps your property tax is one of | 
3] them. 

4 MR. BOOTH: In the old country the farmer is 
5) not taxed on his land at all. He is only taxed a rate 


6| based on the little house he lives in; that is his 


7 personal house, For example, a man is making a living. 


8| The problem, the farmer has to have land. Why should he 


9| pay taxes like the Reeve does on a comparatively small 


| 

| 
10 piece of land when a carpenter or plumber actually have | 
11| the same amount of capital in making a living and pays | 
12) no additional tax at all. Where is the equity? | 
13 MR. POPPY: I think what we are trying to point | 
14] out are the inequitiesand the inequalities of the present 
15| tax system. If somebody along the line could come up with 
16 an equitable solution to the tax problem I would think we 
17|| would all be very happy. I think it is a basic problem. 
18 THE CHAIRMAN: We started out saying that ail 


19| taxpayers throughout the land have to share the total 


20} burden of all taxes throughout the land. It is a matter | 


21) of apportionment. It may be that the man who owns 

22 Bene rts Such as the farmer is bearing more than his share. 
23) I don't know the case is very clearly proven. I am not 

24] sure the comparison between the carpenter and his tools 

25] and the farmer is as valid as, perhaps, 

26] a comparison between a farmer and a man who owns a small 

27| shop. A man with a shop pays taxes. A farmer pays taxes 
28 | and the man with the shop has other costs that the farmer 


29! hasn't got. You can't compare it all down the line. 


30 MR. BOOTH: I can see, sir, you have never been 


F10 1 a farmer. 
i 


3 


4 farmer. 


5 
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THE CHAIRMAN: Pardon? 


MR. BOOTH: I see, sir, you have never been a 


THE CHAIRMAN: Indeed, I am a farmer's son and 


6 Mr. Grant is a farmer and Mr. Walls knows something about 


7} farming. 
; 
9 
10 
i 
12. 
13 
4 
15 
16. 
17 
13) 
19° 
20° 
21. 
22. 


23) 


COMMISSIONER PERRY: 


We are all property owners. 
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MR. BOOTH: If that question is as to our 
2| people leaving businesses, of course, the answer is no. | 
3| As long as that is their equity, as long as they can get | 


4| a nickel in the sock, they are going to pay taxes to 


5) retain their equity. If they leave, where are they going 


6| to go? Nowhere they can; they've got to have a similar 


7| Situation. A man has to have a roof over his head. 
8 | THE CHAIRMAN: And he has got to pay taxes. 
9 MR. BOOTH: Providing he pays his fair share 
10 and doesn't pay in excess of the amount of the national 


11| tax load. That is what we consider. 


12| COMMISSIONER GRANT: I would like to get the | 
13| reaction of Mr. Booth and his associates to the property | 
2 aa in the light that for many years real estate 

= td got off pretty lightly, and it could be that it 
16| had not paid its fair share of the load of taxes. 


17 Now, it has only been since the war that we nave 


18|had this tremendous upsurge in educational costs brought | 


19} about through necessity and, in fact, the dire necessity 


of providing better schools for our children. The resvon- 
sibility for that fell, first of all, directly upon the 


property owner and it has continued to fall largely on the 


23 property owner. 
I wondered if you would agree that the property 
did have an obligation to discharge there, and that a 
‘ae has borne the increased cost. I wonder if you are 


28 ;concerned more about the projected cost of education, to 


29 |which you have already referred, and the fact that this 


| 
| 
the present time he is discharging it. To a large extent | 
| 
| 
30 burden, unless some change is made, is going to continue 


Ge 


Nm 
— 


| cial and Federal Governments. 
| are looking for a change in the constitution? 


I don't know whether it is beyond the powers of this 


! 
| 
| dictates of the Provincial Governments who obligate them 
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admit that the property owner has, up to a certain point, 


la duty to perform? 


MR. BOOTH: Should he have an obligation towards 


COMMISSIONER GRANT: Yes. 
MR. BOOTH: Quite frankly, no. No. We feel tha 


as I outlined in our brief, municipal taxpayers should pay 


| taxes that give service to the property. That is what he 


the cost of education? Is that your point? 
3 


_ is being taxed on, and the question of schools, social 


| services, hospitals, should be takencare of by the Provin- 


COMMISSIONER GRANT: So, really, Mr. Booth, you 


MR, BOOTH: That is right. We would like that. 


Commission, but I think we should consider it. As I said © 
before, you have the federal organization, you have the 
provincial; at the municipal level, entitled to municipal 


organization that would not be subject to the whims and 


| to this cost and that cost willy-nilly without regard to 


any scientific analysis of the situation, and just by the 
whim of a Minister who says, "You pay this, and you pay 
that. ' We can't keep on in that position. 

THE CHAIRMAN: We thank you, gentlemen, very 
much. If we appeared to fight back and not accept what 
you put before us, it is essentially because we want to 
draw you out to see whether you really have got convic- 


tions. I have come to the conclusion that you have and 


44] of the Commission for this hearing. 
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1 that you are pretty strong in them. 

E I am not going to say I fully accept them, but 
3 certainly we will ponder what you put before us and we 
4| may be influenced - I don't know - but we thank you very 
5| much indeed most sincerely for coming before us and I do 


6 Wish there were more people like yourselves who were 


7 conscious of thetrduties as citizens and will come forward 


\ 


gi to say their plece with regard to taxation. 
9 Thank you very much, Mr. Reeve and gentlemen. 


10 MR. BOOTH: Thank you, Mr. Chairman and members 


12 THE CHAIRMAN: Mr. Secretary, shall we ‘proceed? | 


13 THE SECRETARY: Mr. Chairman, the next brief is 


14 being presented by Mr. V.E. Nordlund. Associated with Mr. | 


15| Nordlund this morning are the Reverend David Forbes on 
16|| Mr. Nordlund's left, and the Reverend Ray Tingley on his | 
17 right. : 

: Reverend Forbes will read the notes on hehalf | 
19] °F Mr. Nordlund. Mr. Nordlund will make a few Sotecenatced 


909 || remarks. 


21 | I would like to enter this brief into the record | 


| 
a as Exhibit No. 126. | | 
{ 

| { 

| 


--- EXHIBIT NO. 126: Submission of Mr. V.E. Nordlund. | 


SUBMISSION OF MR. V.E. NORDLUND 


Appearances: Mr. V.E. Nordlund 
Rev. David Forbes 
Rev. Ray Tingley 


THE CHAIRMAN: Thank you, Mr. Secretary. Good 


|morning, Mr. Nordlund, gentlemen. Don't stand. Most 
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G4 14) people appearing before us treat this as informally as we 

2 would like it to be pie remain manads If you prefer to 

3 stand, do so. I think lawyers are the only ones who 

4) generally stand. 

5 | We have your submission. We have read it with | 
g| interest. You, Mr. Nordlund, are a schoolteacher? | 
7 MR. NORDLUND: A retired schoolteacher. 


8 THE CHAIRMAN: And you appear before us because 


g| you feel fairly strongly on this subject, I imagine? 
10! MR. NORDLUND: Yes, sir. 


11 THE CHAIRMAN: We would be very glad to hear 


12| any introductory remarks that you care to make and probabl 
13| we will have a few questions to ask of you. 


14 MR. NORDLUND: Mr. Chairman, I appreciate very | 


15; much this opportunity to speak to the Royal Commission on 
id eee These few notes that are to be read are not to 


17] be thought of as an attempt at a comprehensive coverage of 


1g) Our topic. That has been more fully dealt with in our 
19 previous submission, These are just a few notes that I 
20 || wanted to mention, to introduce the topic. For the 


purposes of the record, I felt it wise that these notes 


22\| should be read and I would, therefore, like to call on 


my very good friend, Reverend David Forbes, to read my 
24\||\notes for me. 

25 THE CHAIRMAN: Reverend Mr. Forbes will read 

26 the notes. All right, Reverend Forbes. 

27 REV, FORBES: .Let me say, sir, that I am happy 
278 || to be associated with Mr. Nordlund in this matter because 
291 am the first Dominion Vice-President of the Canadian 


30 | Protestant League as well as President of the local branch 
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G5 4) here in Vancouver, and a local pastor as well. 


2) 


' 


17| 


! 


18 | 


| 


19 | 


20 | 


| given an opportunity here this morning to air our feelings 


| 


income tax exemptions for members of religious orders, 


| 
} 


This matter has disturbed us for quite a 


considerable time and I was happy that we were being 


on the matter. These are Mr. Nordlund's notes. 

“Gentlemen: In reference to our submission on 
personal income tax inequalities, which deals with income 
tax exemptions for members of religious orders: 


Section 27(2), enacted in 1949, which provides 


| was not part of the original Income Tax Act. This is | 
{ 


| understandable since the fundamental principle of income 


tax is that it is a tax on incomes received without 
reference to what people do with their income. Except for 
standard exemptions applicable to all persons, what a 
person does with his income is not a concern of the soveras| 
ment. : 
There are increasingly large numbers of these 


people employed in various occupations and professions. 


With other persons employed in these professions or occu- 


pations the income tax is deducted from their cheques. 


Members of religious orders, doing the same work, enjoying | 


the benefits of prevailing salary schedules, are completely’ 
exempt from the payment of any income tax. The annual loss) 
in revenue to the federal government resulting from these | 
exemptions, runs into millions of dollars and is in effect 
a subsidy paid to these orders at the expense of the 


Canadian taxpayer. 


lot financing their church but it is not a valid reason for 


| 
| 
{ 
| 
Taking the oath of perpetual poverty is a means | 
| 
| 
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: evading income tax responsibilities. In gratitude for the | 


2) service rendered by the Government of Canada in preserving 


3| our freedoms, including freedom of religion, should not 

4| religious groups of all creeds, as good citizens, take 
5' their place among those Canadians who willingly accept | 
6 the responsibility and privilege of sharing in the tax | 
7| Support of the government of their country? 
3! In a recent trip through the Provinces of | 
o| Aiberes and Saskatchewan I found trustees of school boards 
19 becoming increasingly disturbed by a Be dateeton which | 
OT redhizes income tax deduction from the cheques of some of | 
12; their teachers while the cheques of other teachers are 


13/ given without any deductions. A letter received from the 


14| provincial secretary of the teachers' federation in one 


15 of these provinces included the comment, ‘I agree with 
16 you that this problem has reached such proportions that 


17 something must be done about it.” 


18) In reference to the said Section 27(2) of the 
19) Income Tax Act, an editorial in the February 1963 issue 
20; of The Presbyterian Record includes the comment, ‘We 


21) Suggest to our fellow Canadians of that faith (Roman 
22| Catholic) that they join us in an appeal to the Biase 
| 


23| to remove what is obviously a piece of unfair legislation." 
24 | Respectfully submitted, V.E. Nordlund. 

25 |i Thank you. 

26 THE CHAIRMAN: Thank you, Mr. Forbes, These 


27; persons who are members of a religious order and have 


28 || taken a vow of perpetual poverty are, I assume, supported 


29| by their orders. You have not told us much about that. 
i 
30 || Their food, lodging, clothing and, I suppose, other 


G7 1| 
1 


| 
3 
| 
i 
5 


6| 
| 
7| 
| 


| 


8| 


9 


are paid out of public funds and all these expenses you 


| food, clothing and transportation expenses and other 
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[necessities are supplied by the order; is that correct? 
| MR. NORDLUND: From the salariés received which 
are turned over to their order they are provided with 


housing, food, clothing, transportation and, moreover, 


they are not required or they haven't the responsibility 


of bringing up a family and providing education for a | 


4 


| family. It should be clearly borne in mind that these 
incomes received - I should have added, and as this is 


stated in my previous submission, these incomes received 


| 
have in mind, there are incomes provided for all these 


expenses and, of course, more, but they have their housing,| 


expenses provided by their order, to which these incomes 
are handed over. 

THE CHAIRMAN: Can you support a little further 
your figure of $15 million which is a suggested cost to 
the Federal Treasury? 

MR. NORDLUND: Yes. The figure that I suggested 
in my brief is $12 million. 

THE CHAIRMAN: That is right. I am sorry; it 1s 
$12 million. s | 

MR. NORDLUND: Another group of teachers in | 
Regina set theirs at $15 million. In the year 1957/58 | 
I personally conducted a survey of three provinces: : 
Alberta, Saskatchewan and Ontario. 

THE CHAIRMAN: What year was that? | 

MR. NORDLUND: 1957/58 scnool year, and I 


conducted a survey of those three provinces; Ontario, 


Alberta and Saskatchewan, obtaining all my data directly 


TORONTO. ONTARIO 


G8 1| from the Department of Education. 


21 | does Lv affect it? 


22 | 


24 
i 
26 | 


27 


{ 


23 | 


| very much larger. That is just one instance to illustrate 
| how we go about this. I have also interviewed various 


| universities. Then, of course, there are hospitals which 


' For instance, a hospital, while it was under the support 

' of a church, the orders would work without Salary, but 

: the minute that comes under a provincial system, they 

| all receive salaries but not a cent of income tax deducted 


| and the salaries are out of public funds. 
; has had a considerable effect on the construction of 


| denominations. I don't quite see how that works. Why 


j 
i 
i 
H 
| 
i 


| 
1 


! 
} 
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Now, there were at that time 2,904 teachers 


| teaching in public schools and in separate schools - and 


I specify separate schools - supported by public taxation, 


| receiving salaries that were well up in the income tax 


| bracket, paying no income tax whatever, 


Since that date that number, of course, is 


' come in this catesory, too. It is a very broad category. 


THE CHAIRMAN: Thank you. Now, you say this 


social building of different kinds as between various 


MR. NORDLUND: In the submission - in our 


previous submission - attention was called to that and 
it «ill be uncerstood, of course, that there are more 
tax avenues than income tax that come into this picture 
but if one denomination receives the benefit of $12 


million a year, reflect on how much other denominations 


28 || can do, 


29 


you might say, with some odd income which 


30]/is, as stated in the brief, actually a subsidy paid to the 


' 


i 


4 
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se 
“emuat 


to 


| 
1) orders at the expense of the Canadian taxpayer. Many of 
| the other denominations will be thrilled with just $3 


| million annually. 


THE CHAIRMAN: I think you make your point. 


REV. FORBES: Apart from that, why should I, 


| as a humble Baptist minister, have to pay income tax out 


of my small salary whereas the Roman Catholic oriest, 
who receives very much more in allowances, doesn't have 
to pay one cent? Why shouldn't he accept the responsibi- 
lity of citizenship, the same as the other Christian 
ministers? 

THE CHAIRMAN: Why do you suggest that he 
receives more in allowances? 


REV. FORBES: Well, we know. We cannot give 


| you proof, but we know from information that we have 


received that they are supplied with food and lodging 


} and transportation and all the necessities of life. 


There are certain parts of the income received 


| for different things. There are certain services where 


| the whole income from that service goes to the oriest. 


Whether he receives a definite salary or not,.he certainly | 


receives a large sum of money which is far more than any- 
thing that we receive as an income, and yet they evade 
their responsibility as Canadian citizens by refusing to 
fill in an income tax Torn. 


THE CHAIRMAN: Doesn't his vow require him to 


} turn over that amount he receives out of the collection 


rather than spend it? 
REV. FORBES: Yes. ‘shat is the difference 


between him making a vow of soverty and myself, who 


i 


13/ 


14) 
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| doesn't have to make a vow of poverty? The church says 


|4f the Lord keeps him humble, we keep him poor. 


A Baptist minister generally - and I think this 


| same can be said of all ministers generally - are usually 
-in the lower income bracket and yet we have to pay income 


. tax but these men do not, 


Now, if they had any love for their country 


‘at all, I do not think they would try to evade their 
responsibility as Canadian citizens. They ought to pay 

: their income tax, .the same as the rest of us. We are not 
‘asking that we be exempted. we are glad to share in 


| these responsibilities as the Lord enables us to, but 


we cannot see any equity in one group of people being 
exempted and another group of people having to pay. 


THE CHAIRMAN: The vow of perpetual poverty 


-applies to all Roman Catholic religious orders? 


REV. FORBES: Yes. 

THE CHAIRMAN: Does it? 

REV. FORBES: Yes, but religious orders are 
only a camouflage, sir. Only a camouflage. 

THE CHAIRMAN: I am not asking you for that. 
I am asking --- 

REV, FORBES: I know you are not, but I am 
saying it anyway. 

THE CHAIRMAN: I am asking whether there may be 
some religious orders within the Roman Catholic Church 


that do not take a vow of perpetual poverty. 
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B/A0% 1| REV. FORBES: You are correct, sir. The 

q|| ordinary priests in the churches, I think, don't take 
3 the vow of pervetual poverty, but they are exempt from 
4| the payment of income tax. 

5) REV. TINGLEY: That is right. 

6| MR, NORDLUND: I stressed in the opening 


“7 remarks you should keep in mind the oath of perpetual 


gi poverty - this is really a means of financing their 


a 


gj church. I might add that I have had various ministers 
come to me and say - and this is the disturbing point - 
| ‘Are we other churches going to have to resort to a 


| 
| 
| 
oo practice to be able to compete with this church 


13 that reaps this large economic advantage?" 

14 | COMMISSIONER GRANT: Secticn 27, sub-section 2, 
BP acsxees only to those who have taken the vow of perpetual 
16 | poverty. 

| MR. NORDLUND: That is true. 

13 | REV. FORBES: It is also true Roman Catholic 
oe don't pay income taxes whether they have taken 
20} the vow or not. They are still exempt one hundred percent | 
21; from the payment of income tax. 

22 “MR. NORDLUND: That is correct. 

23 THE CHAIRMAN: If they don't take the vow why 


74) are they exempt? 


25 | REV, FORBES: Because are members of a pel tetoie!| 
26 | order. 

| MR. NORDLUND: I am sorry, sir, I am unable to 

© pepe that. I would welcome an answer from the Commis- 


29| ston Gnisthat.. 


30 | THE CHAIRMAN: It is not our job to answer 
\ 
| 
| 
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questions. It is our job to ask them. 

COMMISSIONER GRANT: I should be surprised if 
there are not members in the Roman Catholic Church who 
don't file income tax returns. 

THE CHAIRMAN: You mean you do. 

COMMISSIONER GRANT: I would be surprised if 
there are not some who do. 

REV. FORBES: I would be surprised if they do. 

THE CHAIRMAN: There may be some who inherited 
considerable wealth and haven't vowed perpetual poverty. 

MR. NORDLUND: I think there are some Baptist 
clergy who don't file returns. Their salaries are so 
low they don't have anything to file. 

THE CHAIRMAN: I think we understand. 

COMMISSIONER MILNE: I have one question: I 
wasn't absolutely certain of whether or not the amounts 
of money that you spoke of - the $12 million - is the 
total of the salaries received or if this is the tax 
that would have been paid. 

MR. NORDLUND: This is the tax that would have 
been paid if they paid like other people who earn money 
and pay their taxes. 

COMMISSIONER MILNE: That would be approximately 
50,000 .people, 

MR. NORDLUND: Yes. 

COMMISSIONER MILNE: I wanted to be sure about 
that. Thank you. 

THE CHAIRMAN: Thank you very much. I don't 
think we have any more questions. You have stated your 


case very clearly and completely and we undérstand it. 
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H3 1) We will consider it. We are very grateful to you-for 


2 ‘ 
| 

3 

4 


( 


Oo 


~y 


8 


} 


eoming to see us this morning. 

MR. NORDLUND: Thank you very much for your 
courtesy. 

REV. FORBES: Thank you. 

REV. TINGLEY: Thank you. 

THE CHAIRMAN: Mr. Secretary? 


THE SECRETARY: Mr. Chairman, Commissioners, 


9| the next submission is that of Mr. Ralph E. Browne. 


10] Mr. Browne is present to speak to his brief which I now 


11 
2! 
13 

14 
15 
16 


17 


39 


| 


enter into the record as Exhibit No. 127. 


--- EXHIBIT NO. 127: Submission of Mr. Ralph E..Browne. 


SUBMISSION OF MR. RALPH E. BROWNE 

THE CHAIRMAN: Thank you, Mr. Secretary. Good 
day, Mr. Browne. 

MR. BROWNE: Good day. 

THE CHAIRMAN: You raise a point we are 
interested in, indeed. It relates to additional exemp- 
tions in respect of older people. Reading your letter 
and from what I have heard before I still have some 
difficulty seeing the reasons for exemptions for older 
people. If. you wouid like to make a case with regard to 

: imereased pensions I could see a good reason for 
that. My difficulty, personally, is that where two 
people, one over 65 or over 70, if you like, is receiving 
$5,000 and a man aged 30 is receiving $5,000 why the 


older man should have lower taxes than the younger man. 


The younger man has more obligations to save his money 


H4 
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1 and has probably got more concern about dependants 


| 


2 either present or future. The older man has discharged 
i 


3| a great number of his obligations. His requirements for 


4 


I 
4; funds, I think I have noticed myself, are generdly not 
5 as much as a younger man. Therefore, why should he get 
6 a further tax exemption? Let us not mix it up with 


7| additional pensions with which I could sympathize. Tax 


8| exemptions we. are talking about. 


9: MR. BROWNE: The point in my mind is if the 
10 wire reaches 65, if they would increase the $250 to 
111 $759, so that she would receive $500 extra.than you 
12) receive, because as you get older your have a lot more 


13) obligations with old age. You have to live in an apart- 


1 
14); ment where there is no stairs because of your condition. 


| 
| 
1 
i 
i 


15| Il have just recently went into that. I have just come 


H 
{ 
i 


16 out of the hospital. I tore an old wound and I got back 
17 | into a place where there was no elevator. I pay $180 a 
| Cote to provide for medical - even if that were allowed 
19; as an exemption. I know you are allowed hospital 

20 || expenses to 3%. My exemption amounts to $100 that you 


21] give us. 


22 I am not complaining. I will admit my income 


23);is up. My total income with pension and old-age pension 


241s only $3,600. That doesn't provide much for you to 


4 oe away for a change in the nasty months of the year. 


26|;I am not complaining because I admit my income ve up. 

2d When the wife is eligible for old-age pension 
28 ||my exemption on her behalf drops to $300. Granted then 
29||my income from old-age pension I could pay extra because 


30]/I am gettinz extra money. I pay $20 a month. With a 


oe 
< 
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1| total income of about $3,600 to pay $240, and then $180 


2 to provide for medical - you don't want to get into your 
3) little savings which we managedto keep through the First 
4| World War in case of emergency. If the $500 were granted 
s| - it doesn't suit me to file two income taxes. You are 
6| tomirier with that as I wrote in my ietter to you. Don't 
) ee it as a complaint. 

8 If the tax could be lifted a little ~- the cost 
ol of living is up. The percentage that was shown on the 


10| papers, that doesn't work out because the thinzs you eat 


11| are the ones that keep going up and something that 


12 remains on the shelf is down and you would never use 

13) that in a thousand years. 

14 THE CHAIRMAN: Thank you, Mr. Browne. You see, 
15}, our concern is if a group of taxpayers receives an exemp- 
16|| tion it transfers part of their burden to other taxpayers. 
17 MR. BROWNE: Yes. 

1g THE CHAIRMAN: That is where taxes go. There 
19| isn't anywhere else for it to go. There has got to be a 
20|| good reason for transferring the burden from one group to 
21\; another group. You have given me some reasons. You have 
22) told us about living in an apartment, medical expenses. 
23; As I listen to you I wonder if that is enough to tax 

24 the older citizen less than the younger citizen. If he 
25 | were here he would say yes. On the other hand, I am 

26 concerned about children; future children, and so on. 
27;|He has got his side. It may be that you could justify 

28 | lower taxes; I don't know. 


29 MR. BROWNE: Without reducing tax you can't 


30 || provide for a holiday at all. You figure yourself two 


Qn 
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of you on $3,600 a year. You pay $20 income tax, $180 
in medical. If you get medical expenses above the per- 
centage you can take it off. $180 is to avoid against 


that likelihood - if it was allowed to take that it 


| would help. It is when you get to our age a few Victory 


Bonds put away and you run into an illness that it is 
| eaten up, so rarely can you get into the hospital on a 
one-dollar a day basis. They are all full. You run 
into $4 or $5. You don't take it as a complaint. I 
admit my income is up. 

THE CHAIRMAN:: No, I am not. I am taking it, 

I think, in the spirit in which you are putting it forward, 
namely to improve the laws of the country. 

MR. BROWNE: Sure. 

THE CHAIRMAN: I am trying to draw out what you 
have to say. We want to hear it; all the various reasons. 
You are not the only one to make this point. We have 
heard this before and we will certainly hear it again. 

I am looking for good reasons. Any people that have come 
before us previously seem to have muddled up in their own 
mind the need for greater pensions. That may be; perhaps 
they do need better pensions. I don't think the cure for 
that is income tax. I think the cure is better pensions. 

Have any of the rest any questions? 

COMMISSIONER WALLS: I have one point: I 
Suppose drugs are a factor in older age? | 


MR. BROWNE: Right. Now, because of this 
accident - I didn't realize I was as old as I was and I 


tore something. I am spending $3 a week on one small 


bottle of medicine which is needed to keep my blood count. 
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If I had realized how old I was zs if you have never been 
sick --- 2 

COMMISSIONER WALLS: You would say, generaily 
speaking, that retired people pay a higher percentage of 
income for drugs than is the case of a younger man? 

MR. BROWNE: Correct, 

COMMISSIONER GRANT: I have no argument with 
your submission, Mr. Browne, but coming from another 
part of the country I would like to know what the nasty 


months are, 


MR, BROWNE: Any time, either on the Prairie 


ful, because I Know when I lived on the Prairie my wife 
used to say in February, "I don't know what it is, but 
I would like to stand in the street and yeil, " I know 
what the feeling is. 

THE CHAIRMAN: Mrs, Milne, any questions? I 
think that completes our questions, 

MR. BROWNE: I appreciate very much being here, 
gentlemen, 

THE CHAIRMAN: Thank you very much, Mr. Browne, 
for having come down. Mr, Secretary, is there anything 


further? 


THE SECRETARY: I have three submissions to ente 


into the record, Mr, Chairman. These are submissions of 


the people who could not be present today. The first one 


is from Mr, S, A. Bensh which I will enter into the record 


as Exhibit 128, 


or here, to get out of the country in February is wonder- 


$+ 
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--- EXHIBIT NO. 128: Submission of Mr. S.A. Bensh. 


THE SECRETARY: The next is from Lieutenant 


Colonel F.H.M. Codville of Duncan, B.C., which I will 


| enter into the record as Exhibit 129. 


--- EXHIBIT NO. 129: Submission of Lieutenant Colonel 
F.,H.M. Codville. 


THE SECRETARY: The final submission is from 


| the Convention of Baptist Churches of B.C. which I would 


|like to enter into the record as Exhibit 130. Those are 


all. the exhibits, for. this. moming. 


--- EXHIBIT NO. 130: Submission of the Convention of 
Baptist Churches of B.C. 


THE CHAIRMAN: We will stand over to tomorrow 


morning at 9.30 a.m. 


--- Adjournment 


ROYAL COMMISSION 


OWN 


TAXATION 


HEARINGS 


HELD AT 


Vancouver, B.C, 


VOLUME No. DATE: 
36 August 14 1963 


OFFICIAL REPORTERS 
ANGUS, STONEHOUSE & CO. LTD. 
BOARD OF TRADE BLDG. 

11 ADELAIDE ST. ¥. 
TORONTO 


364-5865 36447383 


ANGUS. STONEHOUSE & CO LTD 
TORONTO. ONTARIO 


ROYAL COMMISSION ON TAXATION 


Hearing held in’ Room 305, 
Vancouver Fublic Library, 
750 Burrard Street, 
Vancouver, British Columbia, 
on the 14th day of August, 
1963. 


COMMISSION : 

MR. KENNETH LeM. CARTER -- Chairman 
MR. J. HARVEY PERRY 

MR. A. EMILE BEAUVAIS 


MR, DONALD G, GRANT 


MRS. S.M. MILNE 


MR. CHARLES E.S, WALLS 
d 


17| LEGAL ADVISER: 


«18 MR. J.L. STEWART, Q.C. 
19/ 

20) seseance DIRECTOR: 

e 21 PROF. D.G. HARTLE 

| 22 | 

) 23) SECRETARY: 


24 MR. G.L. BENNETT 


ee we ee 


a en RA 
SS i ee 


29 


39 


rr 


Selle 


ee ——————————————————— 


ANGUS, STONEHOUSE & CO. LTD. 
TORGNTO, ONTARIO 


ROYAL COMISSTON OR TAXATION 
HEARINGS HELD AT THE CITY OF VANCOUVER 


August T4. 1963 
TOPICAL INDEX VOLUME Bos 36 
Titles Description 


( @ ) ZwrRopucTron: 
Opening remarks of the Chairman 
( b ) Submission: oF 


The Retail Merchsntsa' Association 
of Canada. { BeCe Divisicn) Ince, 


r2 Co-operatives, Credit Unicns 


SB 


Excise Taxes, Excise Duties 


& 


Sales Tax ~ Federal 


( e ) SPECTIYIC DISCUSSIONS: 


Preamble 


THE PROBLEMS OF RETAIL BUSINESSES 
U/S_ THE Co-OPEHATIVES= TAX~WISE 


A question, would not the pricing policy 
of Co-cperatives be altered so as to 
reduce their present profits if the 
recommendations presented were given 
effect to ? The answers and reaction 
to the question, the possible effect of. 


A reference and question related te 
merchendising policies, what stock would 
be maintained if pricing out policies were 
established by Co-operatives 7 = 


A reference to application of the patronage 
dividend, the effect of, a differentist— 
Lome 


4 reference and diacussicn on the point 
of ( The 3 year tax holiday) Section 
85(5} of the Income Tax Act; The main 
contention that this hes never epplisd 
to business. The reactions to the points 
raised. 


A reference tc the low 23% Corporate rate 
of tax being of assistance to small 
incorporated businesses, but, it does 
discriminate against the person not in 
the Corporate form. 


2367 


2368 2383 


2383 = 2390 


2367, 2368 


2368 = 2370 


2370, 2371 


2371, 2372, 
2377, 2378, 
2380 


2372 =~ 2377 


2375, 2376 


ANGUS, STONEHOUSE & CO. LTD. 


M2 2 TERGNTO, CHARIS Vancouver, British Columbia. 

1 The Retail Merchants* August I4, 1963 
Association of Canada 

2 { B.C. Division) Inc., Volume Noe 36 


3 Titles Description 
4 ( ¢ ) Sex C DISCUSSIONS: {conti ad 


5 A reference to page I5 of the brief being 
related to questions pertaining to the 
Ontario Division submission of the 


6 . 
Association. Volume No. 24=— May 21, I963 
7 pages I7I0-1767. ge gs 
A point and reference to distinction between 
8 Consumer Co-operatives and Producer markst- 
ing Comoperatives , the opposition to the 
9 present method of taxing etc., 2380, 2381 
10 A reference to a point relative to payment 
of a 15% withholding tax by Co-operatives 
11 to non~resident shareholders, first paragraph 
page 17 of the brief. A discussion of the 
12 point and the reaction thereto. 2381 
13 A reference to example on page I5 of the 
brief Re: comparison of taxes Co-operatives 
14 v/s Ordinary Corporations. A general review 
of. 2381 = 2383 
15 A reference to the point of duty-free stores, 
| the expansion of and the ultimate resultant 
16 | effect of from the retail merchants’ view~ 
point business-wise, tax-wise and treasury 
eee Wise 2383 = 2385 
2388 = 2392 
18 A point and question in relation to exports 
| being free of Sales Tax, what difficulties 
19 | would there be for all members to take 
advantage of that ? The reply to the point 
20 and procedure involved, the volume of the 
export sales relative thereto, some concise 2385 = 2389, 
21 exemplifications of. 2392 
a2 Closing remarks of the Chairman 2391, 2392 
23 
24 | 
7 
26 | 
n | 
28 | 


30 


| 
| 


29 


30 


ANGUS, STONEHOUGE & CO. LTD. 


TORONTO, ONTARIO Vancouver, British Columbia. 5 


Titles 


( a ) 


Ig 


27 


) 


oe 


August 14, 1983 


Description 
Submission: Of 
Mr. George J. Smith, Surveyor 


West Vancouver, B.S. 


Opening remarks of the Chairman 


Business Income Taxation = Capital Cost 
- Allowances 


Economic Growth 


Estate Taxes, Gift Tax. 


Incidence of Taxation, and Income 
Distribution. 


interest Rates and Money Supply 


Sales Tax - Federal 
Sales Tax ~ Provinciai- Municipal 


SrBCiFaC DISCUSSIONS s 
. Preamble 


Quelifications of the participant, his 
occupation and interest in taxaticn. 


A point and rererence to and comparison 
of, money through taxation of business 
to pay the cost of Government and social 
eervices having no cash return. v/s The 
game money retained in the business 
community and invested in new production 
generetes a new cash return. Some view- 
points in support of the arguments as . 
expounded . The reactions to the point 
reised. 


A reference to deprecistion ( Capital 
Cost Allowance) the suggestion of the 
revamping of the basis and system or 
method of application, the profit 
slement involved. The reaction te the 
point raised. 


A referencs to exemption from Sales Taxes 
ef machinery and equipmezt and buildings. 
Some sexemplifications of and debatable 
points presented. 


A point in respect to Estate Taxation 
its effect on disposal of Canadian businsss 
to foreign interests, the suggestion of 
some relief to overcome the practice. 
some of the erguments in support of. 


2993, 2394 


2401 


2396 = 2400 
2403 = 2406 


2404 


2394 ~ 2402, 
2405 = 2406 


2407, 2408 


2403 
2403 


2398, 2394 


nears SIDE 


2393, 2394 


2394 ~ 2406, 
2408 


2401, 2402 


2403, 2404 


ANGUS, STONEHOUSE & CO. LTD. 


ewe*" Lr, George Je Smith 


TORONTO. ONTARIO Vancouver, British Columbia. 


: west Vancouver, BeC. & £14, 1963 
2 Volume Noe 36 
3 || Titles Description 


4 \{ e ) SPECIFIC DISCUSSIONS: ( continued ) 


5 The suggestion that present Revenues 
which Governments are receiving should 

6 be reduced, reasons expounded. 

; A point raised in respect to high cost of 
obtaining money and the end result from the 

3 borrowers or lenders point of view. 

; Closing remarks of the Chairman 

10 


11 || £ ) Submissions Of 


12 Lindsay Models and Metalcrafts Limited 
13 | Opening remarks of the Chairman 
14 | II Business Income Taxation= Specific Industries 
| 46 Sales Tax - Federal 
15 49 Tax Administration 
{ 
16 jj 
i( g ) SPECIFIC DISCUSSIONS: 
ad } Preamble - 
Ss 7 The problems of Sales Tax application to 
| a apecific type of Engineering service of 
19 | building designed models of proposed 
projects in conjunction with Company, 
20 | Architectural and Engineering require- 
ments to obtain a perspectivee The 
1 arguments and viewpoints expressed in 
relation to the problems encountered. 
22 A reference and statement relative to the 
Sales tax Departments attitude, procedures 
23 and practice as encountered. 
24 | Closing remarks of the Chairman. 
25 
26 
27 | 
28 
29 


| 
ae 
| 


2404, 2405 


2407, 2408 


2408, 2409 


24093 
2409, 2410 


2409 = 2422 
2409 ~ 2422 
2420, 242T 


2409, 24I0 


2410 =~ 2420 


2420, 2421 


2421 


ANGUS, STOMEHOUSE @ CO. LTO. 
TORONTO, ONTARIO 


Tax Exempt Entities 


opereting expenses and income, patronage 
18 of and prom¢tional activities. 
19 A point reised in respect to the " Bererage 
Roem operations cf the Hotel “ the increased 
20 costs of operation against ea restricted 


income, due to Government regulations and 


price control. 


21 
4 reference to the suggestion of an Invest 
22 ment Reserve being allowed before payment. 
Me of taxes, applicable to all businesses. 
A reference and question relative to the 
24 raising of Capital fa hotel expansion, 
it is more difficult to obtain than any 
25 other kind of business. The reasons recited 
and the basic problems sncountered. 
” A few points in rsspect to cccupancy and 
7 the resultant effect on hotsl operations 
from other typea of accommodation and 
28 ever sxpansion. The tourist aspect and 


seasonal problems. 


Vancouver, British Columbia. 


A) 
™ 
ALTO 434 25 RENEE | 


August I4, 1953 


Business Income Taxation - Business Expensss 


Business Inceme Taxation - Capital Cest 


Allowances 


Business incoms Taxation - Reserves 


Businese Income Taxation — Specific Industries 


Nature of the Association its functions, 
objectives and purpose. 


A reference and comparison of new hotels 
) with older hotels, the relative costs of 
17 and the.present competive factors, business 


Volume fo. 36 


P. 


2422 = 2425 


2423, 2424 


2425, 2426 
2429, 2431 


2426 — 2429 
2432, .2453 


2427 = 2433 


2427 = 2429 
2431 


2430, 2431 


3 


4 


5 


6 


The B.C. Hotels Owners’ 1963 
Association August [4, 150° 


Titles 


(oi) 


ANGUS, STONEHOUSE &@ CO. LTD. 


TRENTO, coronene Vancouver, British Columbia. 


Description 
SPECIFIC DISCUSSIONS: ( continued ) 


A reference to the recommendation of the 
use of a flexible formula for economic 
growth as setforth in the brief. A general 
review of, some examples presented and 
pertaining thereto. 


A referenceand recommendation that the 
non-profit tax exempt organizations, 

clubs and associations should be compelled 
to incorporate under the Companies Acts. 
so as to remove unfair competition when 
they cater to others outside of their om 2433 = 2436 
membership or enter commercial ventures. 


A question as to any suggestion as to how 

one would determine what competitors outside 

of the Association are paying texes? What 

yardstick would ome use? The reply and 

reactions to the question. BS, a 


A reference to matter of expense accounts 

for commercial travellers, convention and 

sales meetings as related to the term 

expense living referred to in the United 

States drive to curb the excessive use of 

for tax purposes. What and how has it 2437 
effected Canadian Hotels to date. 


A point raised relative to Equipment Write- 

Cff- such as heating equipment, air-—condit- 
ioning, elevators and escalators, the 

suggested separation of from the building 

or structure for Capital Cost ‘Allowance 

under an identified Class. and a higher 

rate classification . A general review 

of the proposals presented in support 2437 
of the arguments expressed. 


A point raised in respect to using the 

" Straight-Line-Basis” for the write off 

of carpeting in hctels and such places of 
accommodation, the reasons expressed in 

support of the suggestion, and the re~ 2441. 2442 
actions to the point. : 


Closing remarks of the Chairman 2443 


ANGUS, STONEHOUSE & CO. LTC. 


TORONTO, ONTARIO Vancouver, British Columbia. 
August I4, 1963 
Volume Eo, 35 


Opening remarks of the Chairman 2443, 2444 


Business Income Taxation General Concept SE = agen _ogss 
- Business Income 


Business Income Taxaticn-Incentive Measures 2455 = 2459 


Co-Operetives, Credit Unions. 2466 
Incidence of Taxation snd Income Distributian 72444 - 2450 
2460 ~ 2466 
Sales Tax - Federal 2450, 2451 
) 
2443, 2444 
The problems related to the distincticn 
between Income end Capitsl for tax purposes, 
@ general review of the complexities that 
erise in the determing 
assessment and penalties Smpomed. during the 
interim period pending the tax department 
and court findings or decisions. The 2444 ~ 2450 
arguments pertaining theretoce sabe 
A reference to Capital Geins Taxation 2450, 
2453 ~ 2455 
A referemce to Seles Taxation- 2450 ~ 2452 
The suggestion of a streight line levy an 
income tax application. 2453 
A reference to suggestion that, as an 
incentive to Canadian Investors or inresiment 
losses in developing resources shouid be 
ailowed te a greater extent against personal 
income, somé viewpoints and exemplificetions 2455 ~ 2458 


ef the point raised. 


A reference and points raised as to the 
recommendation for incentives related to 
the Corporations in the extractive Industry. 2458, 2459 


A reference to incidence of taxation in respect 
%o Capital seerstion and life Compamies and 
&& related to a tax benefit. 2450 = 2465 


4& point of reference to Co-operatives in 
relation to withheld Income. 2466 


Closing remarks of the Chairman 2487 


5 


oo 


Ve) 


10 


29 


30 


eae 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO 


Brief of The 


of Canada ( BeC. Division) Inc., 


Brief of ir. 


Vancouver, British Columbiae 


August 14, I963 


yiit 


Vol Noe 36 


INDEX OF EXETErTS 
Description 


Retail Merchants’ Association 


George Smith, West Vancouver, B,C, 


Brief of Lindsay Models and Metalcrafts Linited. 


Brief of The 
Brief of Mr. 
Brief of Hr. 


Brief of Mr. 


BC. Hotels Owners’ Association 
GM. Bell, Calgary, Altae 

Ce. Beadnall, Duncan, B.C. 
Norman Le Hicks, Sydmey, BeCe 


} ANGUS, BTONEHOUSE & CO LTB 2367 
TORONTO. ONTARIC 


THE CHAIRMAN: Mr, Secretary, shail we commence? 

THE SECRETARY: Good morning, Mr. Chairman and 
Commissioners. The first brief is being presented by the | 
Retail Merchants' Association of Canada, the British 
Columbia Division. Mr, T.H. Phillips, President of the 
Association of British Columbia, together with Mr. Ray E 
Hunt, the General Manager, are here, 

Mr. Phillips will speak to the brief which I 
now enter into the record as Exhibit No. 131. 


THE CHAIRMAN: Exhibit No, 131. 


~-- EXHIBIT NO. 131: Submission of the Retail Merenhants' 
Association of Canada (B.C, Division 
Ine 


SUBMISSION OF THE RETAIL MERCHANTS' ASSOCTATION 


OF CANADA (B,C, DIVISION) INC, 


Appearances: Mr, T,H. Phillips 
Mr. Ray E. Hunt 


THE CHAIRMAN: Thank you, Mr, Secretary. Good 
morning, Mr. Phillips. Defi't stand unless you wish to do 
so, We have read your brief with considerable interest. 
We will, in due course, have a few questions to ask te 
|} assist us in this. Before doing sc, if you would like to 
tell us something about your organization or generally 
introduce your submission, we would be very glad to hear 
from you. 

MR, PHILLIPS: Thank you, Mr. Chairman, Mr, 
Chairman and Commissioners, the foreword to our brief 


retty well gives an idea of the type of brief it is, and 
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*aeueot 


A3 1] the Retail Merchants' Association, what its aims and objec 
2) tives are, are pretty well covered in the introduction. 


We are quite prepared to do our best to answer any ques- 


w 


4) tions that you have in regard to our submission. If we 


| cannot answer them, we will certainly endeavour to find 


i 
i 


6| out the answer for you. That is all I have to say. 


7 THE CHAIRMAN: Thank you very much. Now, there 


8iiare two subjects, really, that you deal with here: the 


age ae of co-operatives and their tax treatment, and these 


10 duty-free stores. I think we will take them one at a 


fe When we get through one, we will move on to the 

12|| other one. 

ix; As to co-operatives, ome thing we are very much 
14] interested in is what you believe would result from your 
15 || recommendations. 

16 Would not the pricing policy of co-operatives 
17||be altered so as to reduce their present profits if your 


18 || recommendations were given effect to? 


19 MR. PHILLIPS: I would ask Mr. Hunt to answer 
20 that. 

21 MR. HUNT: That is a possibility. That their 
22|| pricing - you mean the pricing-out policy in order to 


23|| compensate? It is quite possible that that would occur. 


24) Now, if it did occur, we think that perhaps it would be a 
25 || good thing if they did price out to meet the. competition 
26| because, quite frankly, in our opinion this sort of policy 
27 || would separate the men from the boys and it would prove a 
28 || point there as to which method would probably be most 
efficient. 


THE CHAIRMAN: Would you expand on that a little 


2 


3 


26 


27 


28 | 


pe 
“eust 


A4 ;||bit? Separate the men from the boys. 


greater margin of mark-up in your operation, naturally you. 


\ 
ix 
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MR. HUNT: Well, if they are going to price out 
- in other words, price down and absorb the tax which they | 
would normally pay by being taxed the same as ordinary 


businesses - now, we would be interested in seeing just 


| 

| 

| 

| 
how low their price could go under such a policy. 

However, we would not be particularly in favour 
of that. All I can say at the moment is it would be 
interesting to see what would happen if they did indulge 
in such a policy. 

THE CHAIRMAN: I suppose reduction of competitor 
prices can only have an adverse effect on your business? 

MR. HUNT: That is quite true, sir. 

THE CHAIRMAN: It would tend to draw customers 
away from your members and into co-operative shops? 

MR. HUNT: That SS SERS sir. 

THE CHATRMAN: What you would be interested in, 
of course, is the extent to which this would operate? 

MR... HUNT: That is correct, yes. 

THE CHAIRMAN: The extent would depend upon the 
amount of the reduction in the price, I suppose? 

MR. HUNT: And also their ability to merchandise 
in strict competition, yes. 

THE CHAIRMAN: I assume that they are fairly 
good merchandisers or they wouldn't be in-business, despit 
the alleged tax advantages. 

MR. HUNT: Well, of course, we feel that the tax 


advantages which they do enjoy are the major reason for 


them being competitive at all. If you did have that much 


et aes int i ve 
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A5 1) are going to enjoy an advantage over your competition. 
2 COMMISSIONER WALLS: Just a supplementary ques- _ 
3| tion to that: en serves me correctly, was it not 
a] fact that in 1956, when they had the Royal Commission on 
ae Spreads on Food Products, that the representations 
6, made by the retail merchants then were not made against 

| SUeea ete competition, but against the large chain 

8 stores and supermarkets, blaming them principally for 

g| creation of loss leaders and price wars? 


10 Now, are you not just going to get into the same 


11/ |situation as you were worried about then? As I understand 


12 it, up until now the principle of the co-operative has 
13| been to maintain competitive prices in the areas that they 
14| operate, and then pay the difference in the way of patro- 


15|| nage refund or patronage dividend. Now, if they price out 


then are you not going to create the price war situation 


16 | 
17) that you were opposed to in 1956? 
| 
18 | MR. HUNT: Well, you have a good point there, si 


19| You might be interested to know - or you probably do - 


20| that R.M. May is also conducting another campaign in 


21\| regard to retail price maintenance, and representations 


are being made direct to the Federal Government which we 
hope will be effective. 


I hadn't thought of the connection until you 


brought up this particular point but I can see that it 
will tie in very neatly. 

COMMISSIONER MiLNE: I wonder if Mr. Hunt might 
just repeat possibly, or expand a little on what you indi- 
cate might happen in merchandising policies; that is the 


out 
stock that would be maintained if pricingypolicies were 
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MR. HUNT: That is the stock which would be main. 


ae | 


COMMISSIONER MILNE: The merchandise which would 


| likely be availabie - would there be any difference in 


MR. HUNT: I doubt it very much. I don't see 


| depth of the stock. I doubt it very much. 

| THE CHATRMAN: What has been the main complaint 

| we have heard in this area from people like yourself is 

| related to the fact that patronage dividends are frequentl 
| not disbursed in cash; disbursed by note or stock or al 
| thing of that kind. The cash remains in the business and 

| is used to expand. 

| MR. HUNT: Yes. 


THE CHAIRMAN: And it has been stated that this 


| would require a change in Section 75 which would state 

i that to qualify for patronage dividends they must be paid 
jout in cash. Would that not be the major competitive 

| advantage? Would that be your number one trouble? 


| expansion is based on tax-free funds. To correct that | 
MR. HURT: I would think that it would be 


lat is that they are using them for capital expansion. 

| They are using the edvantage to expand on the additional 

| funds that are available to them tax-free, and that would 
| certainly be one of the three major points in our program 


Wi at the present time, to oppose them. 


| certainly high in the list. There are three, I believe, 
| points of major importance. Now, the point you are getti 
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THE CHAIRMAN: I am not saying it is not an 


2| advantage, but I am saying it has been represented to us 
| 


3] as an advantage. 


7 MR. HUNT: I realize that, sir. Excuse my 
5| wording. 
4 THE CHAIRMAN: Before we move on to any other 


7| aspect, do you have any questions? 


8 COMMISSIONER WALLS: I notice that in one place 
9| you state that the three-year tax holiday has never 


or not 
10| applied to business. I don't know whether/you include 


11) Mines as being a business because, of course, the 


12 Mines have had the three-year tax holiday when they are 


13|| started. 
14 MR. HUNT: Yes. 
15 COMMISSIONER WALLS: And you consider this wrong. 


16) We have had a number of representations, I might tell you, 
ps certain areas of this country that the 3% tax holiday 
18|| Should be extended to other types of business 

19| Now, why do you consider it as a wrong, which is the term 
20|| you use in your brief? 

21 MR. HUNT: I can answer that. As a matter of 
22\\ fact, that was one point I made some notes on here, if I 
23|\may refer to these notes. 

24 THE CHAIRMAN: By all means. 

25 MR. HUNT: Now, you mentioned mines. I have 

26 || included oil and gas producers and general SPCC es af 
27 I may elaborate just a little? 

28 COMMISSIONER WALLS: All right. 

S| MR. HUNT: In these cages, there are special 


‘and justifiable reasons for the law being framed as it is 
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AS ;| and a close examination wiil probably reveal that favoured 
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} 
| 
| 


2 treatment was neither intended nor achieved. For instance, 


3 


companies engaged in oil and gas production and mining are 


given special depletion allowances because it is realized | 
that part of “reir sales represents not merely income on | 
their capital but a depletion of their capital assets, the 
oil and gas or the minerais in the ground. 

Now, in the case of life insurance companies, 
we all know they receive different tax treatment than 


other companies, ordinary corporations. They are taxed 


in the same way. All life insurance companies are taxed 


in the same way so there are no special favours accorded 
one particular company just because of the manner of its 
constitution. 

The speciai arrangements are made because of 


the nature of the industry and not because of the consti- 


| 
tution of the company. To compare such situations with 
the favoured and unjustified treatment granted co-opera- 
tives is misleading. In any event, these allowances are 
available to both co-operatives and ordinary companies 
engaged in these industries. 

Those are the notes I had and if one takes into 
account the fact that they are depleted, their capitai 
asset isin the ground, in the case of oil and gas producers 
and mining companies. It is a different situation Baal 
in my opinion, and you mention that there is a feeling | 
that these special allowances should be extended to other 
areas. Well, if the areas justified such treatment, I 


would think they are a good thing, if they are similar to | 


this - in the same case as mines, oil and gas producers, 
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pi 
' 


AS 1) et cetera. 
2! COMMISSIONER WALLS : But you wouldn't want tit ~ 
3) given as a benefit to your members, to small retail 
4) merchants starting business. They wouldn't wish a three- 
5 year tax holiday? 
6| MR. HUNT: As far as the retail merchants 


7| starting off, many of them have financial difficulties in 


| the first few years, anyhow. Many of them don't, but many 


i to the small retail merchants starting off. However, on 


9) of them do and it is not going to make too much difference 
| 
i 


the scope that co-operatives have been going into these 
things, and developing new co-ops under the wing of other 
larger holding co-ops, it is an entirely different situa- 
tion but most retail merchants who have their heads screwed 
on right - if you will excuse the expression ~ do antici- 


16| pate a loss during their first couple of years, and they 


17) are very happy if they make a profit. This one fact alone 
accounts for the very high turnover of new businesses in 


19) bankruptcy. It is a fact that there is 100% turnover of 


i 
| 
inew businesses every five years. This is substantiated by 
i 

i 


21 the Department of Trade and Commerce figures. A hard core 


i 
22|| of about 20 or 30 percent survive throughout and continue 
93|| through the years and any new business coming in, there is 


24 || 100% turnover every five years. Does that answer your 


25 | question? 


26 COMMISSIONER WALLS: I am not sure it does. I 
27||\don't think you have quite told me whether the Retail 
28 |Merchants' Association would like also to have the three- 


29|| year tax holiday. 


pe sie MR, HUNT: I would like to reserve an answer to | 


| | | 
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COMMISSIONER PERRY: I was just wondering if at 


| the same time you might make some comment on the reduced 


rate of corporate tax that is given to small businesses. 


5| As I read your brief, this would come under the heading of 
6| 2 wrong. 
7 MR, HON? + Would you be a little more specific 
gj on that, Mr. Perry? 
9 COMMISSIONER PERRY: Well, you know the way the 
49) corporate tax rate works. That is, there is a low bracket 
u| rate of 23%. 
12 MR. HUNT: Yes. 
13 COMMISSIONER PERRY: Which obviously is designed 
14) to assist smaiil businesses. 
15 Ma. HOT: Yes, it ‘is. 
16 COMMISSIONER PERRY: And one hopes that it does. 


undesirable? Would you put this in the same class as a 
three-year tax-exempt period? 

MR. HONT: I don't see the connection myself. 
I don't think it is undesirabie for the business making up 
to $35,000 to receive a 23% - of course, that varies 


slightly from province to province. We will use the 23% 


17| Well, is this the sort of concession that you feel is 
: 


Bl i the figure. 

25 COMMISSIONER PERRY: Why is it more or less 

26| desirable that they pay a reduced rate than that they be 
27 || given a three-year exemption for their first three years? 
28 MR. HUNT: Because cne is a continuing thing and 


ar) one is a beginning thing, isn't it? The three-year tax 


30] hortaay, to start off with, if you apply it as Mr., Walls 


| 


Lhtivs. i 
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All 1) has mentioned, the retail merchants or merchant, perhaps, 


| 10 he is an aggressive and efficient merchant, he hopes to 
| . 
3 be beyond that 23% exemption in the not too distant future. 
él In other words, that is a continuing thing. 
| 


5| Whereas, the three-year tax holiday is an initial beginning, 


gi isn't it? 
7 COMMISSIONER PERRY: You don't feel that this is 
g| an undesirable concession, in other words? 


i 
| 


i 


9) MR. HUNT: I don't think so, no. 

‘él THE CHAIRMAN: I think, Mr. Perry, that you are 
11, probably reading the paragraph on page 16 and if so, I 
12) think there is room for misunderstanding of the second 
sa) saceancte 

141 "The discrimination which exists in our 

15| present legislation is proportionately as 

16, great or greater in the case of larger 

| business concerns taxable at rates up to 

18 | Son,” 

4 I think he means discrimination between co-opera 
ad it and ordinary corporations. 

21 COMMISSIONER PERRY: No. I was reading a para- 
sal tad in the middle of page 10: 

231 "It is our view that the correction of tax 

24h inequities must be carefully designed to 

4g | achieve equity between all taxpayers and it 

16 is a well-established fact that two iiebegs 

21| do not make a right.” 

28 | This reduced corporate rate certainly discrimi- 


29] nates against the person not organized in corporate form. 


pee The sole proprietor gets no such concession. 
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MR. HUNT: I see your point, sir; yes. 


{ 
COMMISSIONER PERRY: This is the grounds on which 


3| you are opposing the extension of the three years to every 
Dc case | 
5) MR, HUNT: The brief states policy. If I may, | 
6) I could go into that in considerably greater detail anc 

1) forward our findings to you. I will be pleased to do that || 


8 


THE CHAIRMAN: Thank you. 
9 COMMISSIONER PERRY: I am just wondering if you | 
payee any vhilosophy on patronage dividends from merchandising 
ee te apart from the fact that you assimilate them 
i ordinary dividends of a private company. Can it not oe 

| : 
13 exeuec that these are very similar to price reductions | 
14| offered by any organization that is in business? | 
15 MR. HUNT: You mean in the sense of discounts? | 
16 | COMMISSIONER PERRY: Yes. | 
17 MR. HUNT: Trading stamos, premiums, gimmicks, | 
18) and that sort of thing? | 
ie COMMISSIONER PERRY: Yes. Special prices to | 


{ 
| 
| 
bal emproyeéa’, and all this sort of business. 
| 
| 


v4 MR. HUNT: I do have some notes on that parti- 
aa 
23\) is the feeling of the Association that there is a tremen- 
{ 
| 


24\| dously important distinetion between patronage dividends 


| 
| 
| 
| 
| 
cular area, too. Yes, it is referred to specifically. is 
| 
25 | and coupork,discounts and other forms of promotional aids. 


26| Discounts are paid to someone whose interests are different 
27|| from the person paying the discount. 

H 
28 | Here the vendor wants to realize a competitive 


29) price for his product but, on the other hand, seeks to 


30||achieve a greater volume anc, of course, he must Meet the 


} 
! 


Al3 4 
2| 
3) 
4| 


3| 


15 


i 
6| are identical. What the member of the co-operative is 
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rigours of competition. 
On the other hand, co-operatives are organized 
to increase the gain of their members. In the case of 


patronage dividends, the interests of the vendor and the 


| customer who receives the dividend are the same. They 


| meceiving is a return on the capital he and his fellow 


members have invested in the co-operative. 


= 


nN 
a 
us 
WD 
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B/Aapw 1) It is a profit which arises not from the co-operatives’ 
g| dealings with the members but with its suppliew and other 
3| third parties. The patronage dividend is in just the same 


4) category as returns ‘on the money invested in business. 


ww 


up in business and the other in proportion te the amount 


n 


of business done, but both represent returns on capital 


~J 


gi and share of the profits, and as such it 1s a matter of 


g| simple justice that both should be taxed in the same way. 


10 Those are, incidentally, the findings of the 


recent study on co-operatives that was carried out by the 


The one is paid in proportion to the amount of money tied 
| 
4 


12 Canadian Tax Foundation. Does that answer your question, 
} 


20; page 15 which relates to our questions in the Ontario 


13] sir? 
el COMMISSIONER PERRY: It is an answerbutIdon't | 
15| think it answers my question. However, we are going tc be 
i6|| 2 long time. 
17 MR. HUNT: I don't envy you for the next several 
1g || months. | 
<) THE CHAIRMAN: We thank you for the example on | 
| 
21 | Submission. | 
22 MR, HUNT: We have endeavoured to answer several 
93 | of your questions there, Mr. Chairman. I have photostats 


24| of the original if you vant them entered for the record. 


25 THE CHAIRMAN: Originals of what? 


| 

6 MR. HUNT: Of the original figures shown here, 
27 | the financial statements. Are you interested in them? 

) 28; They are not tow good. I guess it was a wet copying 

29imachine and it was too wet. 


30 THE CHAIRMAN: Do we not have the original 


| 


tne wn 
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| figures on page 15? ~ | 
2) MR. HUNT: Sie! bet I thought perhaps you might 
3 like photostats of the originals. 

4! THE CHAIRMAN: I think we are perfectly happy 
with what we have got. 

6) COMMISSIONER GRANT: In your opposition to the 
7| present method of taxing co-operatives do you draw any 


gi distinction between the consumer co-operatives and the 


9) producers, or, as you call them, the marketing co-operatives? 


10 MR. HUNT: Do we draw any distinction? 
11| COMMISSIONER GRANT: Yes. 
12| MR, HUNT: Our brief is generally applicable to 


13 both of these areas. We have lumped them together in 


14) discussing co-operatives in our brief. We have excluded 


15 the other three forms, the financial co-operatives, and 
16| © on and so forth. The intent is - basically our treat-_ 


ment of those two forms of the five co-operatives are 


hea 
~y 


18|| basically the ame. 
19 | THE CHAIRMAN: You note the fact that patronage 
29 || dividends paid to the producer co-operatives are subject 


21, to tax in the hands of the recipient. 


MR. HONT: Yes. 
COMMISSIONER GRANT: Whereas that is not true in | 
the case of the consumer co-operatives. 


MR. HUNT: I believe, also, to follow that out - 


and I was following the proceedings the other ane and I 
believe the Fisheries Association made that point; that 
they were operating in a disadvantage because of Aa co-op 
advantage of Prince Rupert Co-op Association. They would 


be in a much better position to assess a co-operative of 


| 
| 
| 
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Cran at 


B3 1| that type than I would at the moment. I noticed that they 


9| made that point. it seems to be cropping up quite 


| 

| 
3| frequently all aiong the line. 
“a COMMISSIONER GRANT: The consumer co-op is, of 
5| course, in direct competition with the retail merchants. 
‘ MR. HONT: Yes. 
7| COMMISSIONER GRANT: The producer co-op wouldn't 


g| be in competition with the retail merchant to nearly the 
9 Same extent. 
10| MR. HUNT: Not to the same extent, but to some 


| ; 
i1| extent, because they would operate their own retail outlets 


et dex their overall complex. In other words, as I mentioned 


13| before, the profits accrue as a result of monies which 


14| they make as a result of dealings with suppliers and so 


15 || on and so forth. If you have a co-op producer supplying 
| 


16||&2 consumer co-op the advantages are fairly obvious. 


17 COMMISSIONER WALLS: I wasa little interested 


| 


1g) in the top paragraph on page 17 of your brief in which you 


iol Seat with the 15% withholding tax which you say the co- 


operatives have to pay to the non-resident shareholders. 


20 | 


Is it not one of the features of the co-operatives that | 
the eet pies are all Canadian residents and therefore | 
there would be no opportunity for a 15% withholding tax? 
MR. HUNT: It would appear so, sir. I would 
think most co-op shareholders are Canadian residents. : 
It is conceivable that those located close to the border 
would have American participants, but to what extent I 
am not prepared to say. I would say your statement is 
basically correct. 


THE CHAIRMAN: I would just like to run througn 
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the example on page 15 and make sure I have it clear. I 
think I understand it all right. You are comparing taxes 
on co-operatives with taxes on ordinary corporations there 
and you assume that both have an income of $25,000 and 
both put back into the business one-half of their profits. 

Patronage dividends estimated at 90% including 
$12,500 satisfied »y scrip or loan and $10,000 satisfied 
in eash. $12,500 is half the profit put back into the 
business as stated in the heading; is that correct? 

MR. HUNT: That is right, sir. 

THE CHAIRMAN: So.we have taxable income of 
$2,500 and tax paid of $575. Coming down below the tax 
payable is 23% of $25,000, $5,750. The profit, I would 
think there would be, although I think I am quibbling, 
would be $19,250. Half would be distributed and half 
retained. You have as tax $1,250. You are really saying 
they retain one-half of the profit before taxes, 

MR. HUNT: It would appear so. 

THE CHAIRMAN: When you get the shareholders 
paying 30% income tax less dividends - less 10% would 
that not be a fairly high rate for shareholders? Zz 
Suppose you are saying this is the marginal rate rather: 
than the average rate? 

MR. HUNT: I didn't make up this particular stat 
ment and I don't feel qualified to give an opinion on that. 
It seemed reasonable to me when I read it over. ‘It 
appeared reasonable. I didn't question it in the manner 
that you have. As I say, I didn't make that statement and 
therefore I really don't know, but it does seem to be 


reasonable to me. The people who would be participating 


> 
1 in dividends - it is quite possible that they would averag 


ANGUS, STONEHOUSE & CO. LTD. 2383 

+ ONTARIO 
at that particular percentage. I do feel it is reasonable. 
THE CHAIRMAN: Let me see if I understand the 


figures over the page. The co-operative is left with 


$12,925 - that is $12,500 less tax. 


MR, HUNT: That is rigent, sir. 


THE CHAIRMAN: The corporation is left with 


MR. HUNT: That is right. 

THE CHAIRMAN: That, I think, is $12,500 less 
corporation tax of $5,750. 

MR. HUNT: Yes. 

THE CHAIRMAN: I think I follow that. If, on the | 
other hand, the entire dividend was paic out in cash in 
the co-operative there would be nothing left to it; any 
money it secured would have to be paid back in. It would 
still have to pay $575 in taxes. 

MR. HUNT: It would have nothing for re-investment 
in capital expansion under such circumstances. 

THE CHAIRMAN: I have no further questions on 
that point. 

COMMISSIONER PERRY: I was just looking up the 
level at which the 30% rate applies for taxable income. 
For a married man it would be $10,000 gross income. 

THE CHAIRMAN: Let us move on to the next point 
which is duty-free stores. 

MR. HUNT: Yes. 

THE CHAIRMAN: That is toward the end of your 


submission; in fact, it is on page 20. Mr. Walls has 


some comments on this. 


2 
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COMMISSIONER WALLS: I am quite sympathetic with 


this whole section of your brief. The only question I 
would like to put to you is: the argument has been put 
forward that the relative amount that the tourists 

spend in these stores is quite small and that by offering 
the facitlities you encourage more tourists into the count: 
; and a greater part of their spending is then with the 


legitimate merchant and in the long run we maybe get more 


benefit than harm out of it. I would like your reaction 
to teat. 

MR. HUNT: We think that - are you ’Yeroieh « sir? 
L am sorry to interrupt. 


COMHISSIONER WALLS: Yes. 


MR.HUNT: We have covered that point very 
thoroughly in the brief. It is estimated - it is: not an 
estimate, it is very close to the fact - that about 20 


ea of every tourist dollar is spent in the retail shop 


18|\|buying merchandise, not service; 20 cents on the retail 


19|dollar. You say the amount is small. Perhaps it is not 


90 |staggering at the moment, but the expansion of the stores 


21 (will contribute to that amount. It is growing all the 


q2time. There were four more opened this year. If you 


93\figure on the basis in British Columbia last year the 


| 


g4(tourists left $150 million in their spending. If 20 cents 


95jof every dollar was spent in the retail store that amounts 


26 (to quite a considerable amount. 


27 | With the expansion of duty-free shops, and 


2g there have been two additional ones this year in British 


99 Polumbia alone, most of these duty-free stores have a 


30 pendency to locate close to the borders, and in the case 
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of the Island they are close to a ferry which has access 


2; to the American shore. The danger here is rather than 


3| contributing to overall tourist spending it could induce 


5/ and slip back without proceeding inland. It is a very rea 


qf 


a a 


~ piaate 


i) 


| 
| 
| 
> to slip over the border for 48 hours, make abet 
7 COMMISSIONER WALLS: One other question, then, | 


8i along the same lines: this privilege of supplying these 

9} people duty-free goods is really available to any merchant ;) 
10) that is, he can sell them and have it delivered out of 

11] bonded warehouses. Do you envisage your larger retailers 
12), in years to come are going to competitively step into the 
oo business? 

14 MR. HUNT: By all means. One of the major points 


ie have made in our brief, Mr. Walls, is that this doesn't 


16 represent avery great drain on the Federal Treasury - I 
17|| shouldn't say drain - denial to the Federal Treasury at 

18|| the present time, but if such things as you have mentioned 
19 do occur, which they eventually will, because merchandisin 


20| is always the type of industry where they fight back with 


21); every device they can find; when that does occur the 


22), drain ; on the Federal Treasury will become 

23|| very pronounced -rather, denial. 

uM It wasn't there to drain in the beginning. 

25 | THE CHAIRMAN: The law now contemplates exports 
“ee free of sales tax. We are primarily concerned about 


27 || taxation. What difficulties would there be for all your 


28 | menbers to take advantage of that? 
29 MR. HUNT: Any member can withdraw sales tax 


30 by application. 
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THE CHAIRMAN: I am asking what the procedure 
9) would be. You state the larger merchandisers will proceed 
3) to sell goods for export tax-free. What is the procedure 


4 involved in doing so. 


5 MR. HUNT: In doing so, there are two methods 


| 
6 involved. You can operate duty-free stores in two ways. 
| 
7 
8 MR. HUNT: Yes. 


9 
10 
il 
12 


THE CHAIRMAN: For your members to do this. 


13 
14 
15 
16 


17 


18 


19 


20 
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can apply to the Customs and Excise Division of the 
2| Department of Revenue for permission to operate a bonded 


warehouse. This, of course, would be possible for large 


i) 


id 


| 
| 
- your large companies to do so. The second method is to 
§] use custom urawoack arrangements. It is very simple but 


6 it takes an awful lot of paper work. In the bonded ware- 


“7 house system you have two locks kept on the door and you 


8] have to have the customs officer to come back and forth. | 
You have one and the custom officer has the other one, 
Those are the two ways you can use custom drawback 
arrangements. That is basically the answer to the ques- 
tion. 

There is anothes system which has become, is 
starting to become, prevalent; that is simply sending 
the orders to European supply houses to process the orders 
and ship direct from Europe. This doesn't constitute 
the volume the bonded «arehouse system does. 

THE CHAIRMAN: You don't quite get the point 
I want. Perhaps there isn't anything to my point. If 
an American tourist walks into a shop in the City of 
Vancouver and says he wants to buy something, but being 


for export it shouldn't be subject to sales tax; is 


Annee heen ne sen Pte te 8 enn et RP 


there any way a merchant can sell that to him without 
charging sales tax? 
MR. HUNT: Yes. 
THE CHAIRMAN: I am not talking about duty. 
MR, HUNT: Yes, sir, it is done all the time. 
THE CHAIRMAN: Just how is it done for 
shipping outside the country? 


MR. HUNT: Shipping direct to the United States 


22 


29 | 
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practically all of this goes to the United States. I am 
using that country oes example. It is shipped directly 
there and he simply makes an application for rebate on 
Sales tax from the Federal Government. 

THE CHAIRMAN: Is there much volume in those 
kind of sales? 

MR. HUNT: There hasn't been until quite 
recently. 

THE CHAIRMAN: Would that volume have been 
stimulated to any extent by the duty-free stores? 

MR. HUNT: Undoubtedly. 

THE CHAIRMAN: Your representation is that that 
volume would increase as duty-free stores increase? 

MR. HUNT: It will. There is no doubt of that. 

THE CHAIRMAN: That is a good thing. It 
encourages export of Canadian products which is why 
that exemption is permitted in the sales tax. 

MR. HUNT: At the moment youa@e getting all 
the European imports coming in without any protection to 
the Canadian producer. 

THE CHAIRMAN: When I said that I was thinking 
of Canadian products, 

MR. HUNT: The bonded warehouse system is 
certainly - the volume of merchandise which is merchan- 
dised is far greater through the bonded warehouse system 
than through the traditional retailer. 

COMMISSIONER GRANT: We are concentrating our 
attention here on the sales tax, but the duty-free shop - 


the largest mark-up on the product would be on the custom 


A duty. 
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1 MR. HUNT: Would you like some examples? 


| 

| 
3) like that. It. is close enough to show. Swiss and 
4| German timepieces, 30% duty on declared value plus 10% 
5|| excise, plus 11% sales tax; French perfumes, 25% duty, 


10% excise and 11% sales tax; Belgian lace, 123 to 25 


= 


| 
| 
Here is a schedule. It is not yesterday's or anything 


7| pereent duty - there are variations in an awful lot of 


gi these things - 11% sales tax. English and Irish linens, 
g| duty 20% and surcharge of 12 to 15 cents per pound, not 
10| the surcharge in the sense of the one that has just been 
44) discarded, but this is one that has continued through the 
12 Pes and also 11% sales tax. | 
13 Gérman cameras, 15 to 20 percent, plus 11% 
14| sales tax, no excise. Most jewellery, 30% duty, 10% 
15 excise, 11% sales tax. You can see not only do they 
16|| have a magnificent mark-up to play around with regardless | 
17 if they cut 25% off their prices, off prices it would | 
18) normally be sold for. Their mark-up would be oo 
19 better than the traditional retailer. They have greater | 
20| profits, greater mark-up and still pay very much less than 


21) the traditional retailers' price. 
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o/uR/apu | THE CHAIRMAN: Just how many duty-free shops 
2| are there in British Columbia? 

3| MR. HUNT: There are three at the moment, sir. 
4\i THE CHAIRMAN: Have you any idea what their 


5 volume is? Would you try and guess at it? 


1 
| 
| 
| 
8) THE CHAIRMAN: Would it be a few million = 


6) MR. HUNT: No. I have been trying to get it. 

711 have not been successful. It is certainly on the increase. 
i 
i 

9/ In that order, or would it be a few hundred thousand 
i 

10; dollars? 

11 MR. HUNT: I would say the overall duty-free 


| | 
12|| operations in British Columbia now would approximate | 
probably one million dollars. This is strictly a ma 


14) estimate. 


15 | THE CHAIRMAN: All right. 


16, / COMMISSIONER WALLS: If you feel it is as nara 
: as you say it is, and Iogwnit question that, what steps ij 
have you taken with regard to representations to the 
municipalita /Rot to pea a licence to these type of 
20/| stores in that they are bringing no income into the muni- | 
21) cipality? | 
22, MR. HUNT: We did approach the municipalities, 
23! sir, and we didn't have any success. We also approached 
a Frovincial Government and we had considerable co-opera 
: 


tion from the Provincial Government. As a matter of fact. 


Mr. Bennett came right out and stated he was opposed to 


them, but we feel that - well, if I might just read this 
letter, or part of it. This is to Mr. Bonner, the Attor- 
ney-General. 


We understand it is quite within "...provincial 
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scope to deal with this situation, either through licen- 


sing channels or through the provincial right to regulate 
| trade and commerce. ” | 
| 

We were under a misunderstanding when I wrote | 
. | 
this letter, which was approximately last year, and we 
| 
| 
i 
| here the Federal action would be considerably more imvolved. 


I understand that at the present time there are more than 


{ 
450 licences in effect to operate bonded warehouses. 
"Federal legislation aimed at duty-free stores | 


| would inevitably implicate these normal and necessary 


| 
6| have since found out that it can't be done. I mention 
12 operations." - of the bonded warehouses, and there is | 
13| quite a bit ‘of correspondence on the subject between myself? 


14, and the Provincial Government. They are certainly sympa- 


15 thetic but they have come to the conclusion that this is | 
| 
H 
pt beeieaiiy a federal matter. | 
17 I will give you an example of the spread of | 
18 prices. For instance, on liquor, if you are interested, : 
19| I would certainly like to be able to buy a bottle of 
99 | Canadian Club or Seagram's V.0. for $2.75. 
21 THE CHAIRMAN: We have no more questions. ‘le 


22\| understand your submission, I think. You have been very 


23) helpful to us, Is there anything you would like to say 


| 


i us? 
25 MR. HUNT: Just in conclusion, sir, I might say | 
26 || that althagh wehave spent considerable time on duty-free 
27|| stores and we would not want to detract in any way from 
2g the importance of the inequities in taxation, at the moment 
29iwe are most concerned - we are vitally concerned - with 


30}; this duty-free store effort. I realize that it is going 
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i 
C3 1| to be some time before your recommendations will come 
| 


2| forward, but we plan on continuing our representations in 


3 every area we can because we are so concerned. 


4) The spread of these duty-free stores, in my 

5 opinion, no doubt will cause a considerable increase in 

6| the volume of business done and a considerable increase 

7 in the amount of funds which are taken away from the 

8) Federal Treasury as a result of the avoidance oF adage 

9 excise and sales taxes, 

10 Although you said that you are concerned only 

14] with sales tax, in view of our huge federal deficit, in 

12} the past budget, three-quarters of a billion dollars, we 
13, should be vitally concerned with all areas which will have 

14) 2 tendency to reduce that deficit because deficit spending | 
is) eannet go on and on indefinitely. 

16 Have you anything to say, Mr. President? 

17 MR. PHILLIPS: No, I don't think so. That is- 

18) covered very well. 

19, THE CHALRMAN: I said taxes. We are concerned 

20! with taxes of all kinds. 

21); MR. HUNT: I am sorry. I thought Mr. Grant --- 


THE CHAIRMAN: For that matter we may have said 


bo 
i) 


23|| sales tax. 


24 COMMISSIONER GRANT: No, I only said we were 
25|| emphasizing sales tax at that moment to the exclusion of 
26| other types of taxes. 
27 MR. HUNT: I beg your pardon. I misunderstood 
28| you. Thank you very much, gentlemen. If we can be of any 
29! eurther assistance, I wish you would let us know. 

| 

THE CHAIRMAN: Mr. Secretary, we will proceed 
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speak to his brief, which I now enter into the record as 


| Exhibit No. 132. 
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whenever you are ready. 


THE SECRETARY: Mr. Chairman, the next submissio 
is being presented by Mr. George J. Smith of West Vancouve 


This 1s a personal submission by Mr. Smith, who is here to 


--- EXHIBIT NO. 132: Submission of Mr. George J. Smith. 
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SUBMISSION OF MR. GEORGE J, SMITH 
THE CHAIRMAN: Good morning, Mr. Smith. Before 


speaking to your submission, would you tell us a little 


bit about your interest in taxation? What is your profes- 


sion and what draws you to this particular subject? I | 
think we are all drawn because we are taxpayers. Some 
are drawn more than others. 

MR. SMITH: I ama surveyor. I am a partner in 
a fairly large surveying business in Vancouver. My interes 
in it is simply that of a Canadian. I have a little bit o 
hobby in economics and I can see - and I am very afraid | 
that our taxation system is leading us into a very great 
deal of trouble. That has been my own personal a 
in my own business. 

There are many things that have come up that I 
think are very unfair, and not only very unfair, but 
discriminatory. I think a lot of things that are harmful 
to our economy. I think we have to take avery, very hard 
look at taxatim with a view to cutting if down and also 
with a view to making sure that our tax plucks the fruits 


of our economy rather than bleeding it at the roots, which 


pie 


{ 

Z << / 
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C5 1) is going on today in Canada and Canada has very grave 


3) economic problems ahead of us. 


| 
We have had a great many problems that are here row 


| that I feel have been aggravated, probably brought about 


5 by improper application of taxation, so my brief is, more 
¢ than anything else, to bring up some of the points that I | 


7| have thought were wrong over the years, to try and analyze 


3 them to see what possibly could be done to make our taxati 
9 system more useful to our economy. 

10. Now, I think that is about it. How do you want | 
i te carry on? Do you want to ask questions? 

12, THE CHAIRMAN: That is our usual practice, Mr. 
13/| Smith. You nave made some pretty broad statements here, 
14) L think to fully understand them we have to direct a few 
a ducetors to you. 


16) I am not very clear in paragraph 2, second 


17 sentence, as to what you mean by the words "...generates | 
|a new cash return of 50% per year on the invested capital." 

| 
|The previous sentence is: “Money taken from Canadian | 
| business through taxation to pay the cost of government | 
91 OF to be invested in social capital is spent once and ised] 
;not usually generate any cash return. The same money, 


93) however, retained in the business community and invested 


94|\ in new production, generates a new cash return of 50% per 
| 


25 | year on the invested capital." Would you expand on that? 


26 MR. SMITH: Yes. To start with, a great deal of 


27) the money that is taken in taxation, particularly from 


28 |business, is money that is actually part of the capital of 
29| that business. In other words, the business could use it 


30! to expand its own affairs to the betterment of the 
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C64] community as a whole. 
2 That money is taken and spent on roads and other 
/ things. Some are vitally necessary; some are less neces- 
4] sary. Some of it is spent on frills, but once you 

5] construct a road, the money that is spent in the construc- 


tion of that road; say, for instance, $1 million, that is 


7| $1 million spent. From thereon in it costs you money each 
year to maintain it, and that money has to come from taxa- 
tion. 

However, if that money had been left in businessé¢s 
he you said to the man that had it, "You must” or "This 
money must be re-invested sensibly in the expansion of 
this business, or other businesses," then that $1 million 

14/| would be spent on the creation of a plant, and on the 

15 development of a business, but that plant would generate 
16 a return of approximately 50% a year on the invested 

17) capital. 


18 When I say that, I don't mean profit. That is 


19|| money going through. I have checked up with the Gordon 

20 || Commission Report and as far as I can make out it was 

21|| Somewhat better than that. In other words, if you have 
92a $1 million plant, you can expect probably to get 

23, $500,000 a year cash flow through that, which would be 

24 spent on wages. A very small proportion of it would be 

25) spent - or will come out as profit. 

26 THE CHAIRMAN: I would expect it to be more than 
27| that. If one does $1 million sales from that plant, 

28 | which represents exactly what you spoke of, the amount of 
29|| money coming in, which is generated through it, would, I 


30) would guess, be $1 million or more. 
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MR. SMITH: Okay. 


2: THE CHAIRMAN: is that good? Is that better a 
3) the road? You are saying it is. 

41 MR. SMITH: Yes, because that is $1 million; 

5 that is a return on your capital coming in every year to 


6 the community. That comes in every year. Two years you 


7 have doubled the money that has been spent on that plant. 


3! THE CHAIRMAN: You haven't got a road to get at 
gi the plant. 
10. \ oo MR, SMITH: I am not saying that you shaddn't 


11. Duild roads. I am just saying that that money - I had 
12 heard in Canada for a long time that the way to prime 
13| the pump is to get the Government to spend money. That 
14, is the wrong thing to do altogether. Once they spend 


15 | money, it is down the drain. 


17 | make 
13 | MR. SMITH: I only wished to be conservative on 


19] that 50% estimate. I didn't want anybody to say I was 
20 too high. 
21 COMMISSIONER PERRY:- You seem to imply, though, 


22\|\ this is a reason for reducing social capital expenditure, 


th 
| 
1 
| 
H 
i 
| 


whereag you think that the road is necessary. What if 


| 
| 
| 
| 
| 
i 
: 
is)” THE CHAIRMAN: I understand the point that you 
23 


| 
Mi oeee go on being necessary, as they are obviously going 
25||t0o be? Then do we stop building roads? People would like 
26|to build factories instead. 

27 MR, SMITH: I think we have to be discriminatory, 
28|to realize that there is no great virtue in expanding 

29 development of some parts of the country to make sure that 


30||every farmer has a paved road to the detriment of our 
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economy as a whole, where today, to go further on this, 


we have approximately 300,900 unemployed in Canada, some- 
what more than that, but say 300,000 employable people. 

We have to give those people work. Not only 
that, there ,2re 130,000 a year new jobs that we have to 
create. That takes a great deal of money. 


Again, from the Gordon Report it seems that that 


amount of money amounts to approximately $10,000 per job. 
If I have ten employees, I have $100,000 invested, on the 
average, across Canada. Now, if we have 300,000 people 


that are unemployed, we multiply that by 10,900 apiece, 


we have to find to give the unemployed a permanent job. 
Now, that ean only be found by the investment, 


| 

| 

| 

we end up with something like three billion dollars that | 
the proper investment of capital in business. & cannot | 
| 


THE CHAIRMAN: You represent a school of thought 


25 || goods that come out of the plants. They can't buy the 
goods unless they have money. 

The U.S. program for tax reduction endeavours 
28 


to be balanced between the reduction in tax to encourag 


production, and reduction in tax to encourage consumer 


| 

29| 

_—* spending. What do you have to say to the people who would 
| 
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C9 1] reply to you that it is much better to encourage consumer 


2 spending than it is to build plants? 


4) terms of this country as it was 50 years ago in this 

«| Soaks that our money - we can take in our own washing 

| 

6, all the way around and write cheques to each other, and 
i 


| 
3 MR. SMITH: Well, those people are thinking in 
7 all that will only go so far, but we have to - a lot of 


gi the things we buy today come from other countries. I 


gi will go down the street and very often see European cars, 


9 a ER cars. in other words, world trade is expanding. 
| 


11! Now, for our own domestic production that we 


12/| use back and forth across the street, and around this 
i 


13) city, what you say will apply to some extent, but we today 


are dealing in world markets. One thing that is very 


14| 
© ae is that a iot of people do not relate that here 


| 
17 small community, as far as the world is concerned, with 


| 
| 
16) in Canada. We are surrounded - we have a small, relativel 
a high standard of living. We are surrounded by great 


is 


19 | masses of people that are just as intelligent as we are 
20||)\and able to work as we are, probably more so, and in many 
uj Ore with a lower standard of living; able to take a lower 
! 
wage, and willing to get by on less. The only way we can 
keep ahead of those people is to have the tools and the 
jequipment to do the job and if we are going to buy outside 
goods, we have to deal on foreign markets in competition 
with these people, so we have to have the best equipment 
available because if tha* guy is going to work for $2 a 


day, our man is going to work for $18 a day, we have to 


have something to make up the difference if we are going 


to sell the same product to Britain or some other places, 
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For instance, Russia, on lumber, we don't know 
q what it costs Russia to make the lumber. It is probably 


3 less than us. We are dealing not with sut own community; 


41 we are dealing in a world community. These answers that 

5 people bring up,—I feel do not apply. 

6 COMMISSIONER WALLS: I have a question, in regar 
7| to your recommendation that the Government should loan the | 
8] tax money it collects back to industry. Do you not think 


| 
10] of all, the money withdrawn for taxes is required for the | 


11 operation of the Government. If, then, the Government is 
obligated to loan it back, where do you see the Government 


getting the operating revenue? 


14 I notice you suggest that they should borrow it 


15} on the open market, but would this not result in the 


16] Government requiring a larger share of the cash market 


| | 

| | 
: that is going to be self-defeating, Mr. Smith, because, iw 
| 

| 
17) and thus driving up interest rates to the disadvantage of 
18} business in general? 

| 
19) MR. SMITH: That is something that I am afraid 
20 | I cannot answer, but I would like to bring up the point 

| 
21||\ this is really an exceptional case, rather than a zeneral 
=| icici For: instance, this is really for the business that 


23);is expanding. 


24 | If you get a business that is prosperous and 


a eee ee ee nena upon ea tec CB Oe OE TA ACCS CCE ACE A LLL ANA 


| ener and has a good market to expand into, either 
26 | roreign or domestic, then it damands a lot of capital and 


27 | also you can have the same thing with another budmess in 


28 |which equipment - say, old equipment - is becoming obsolete 


29 and new equipment was requtred. In those cases, the 


= ae of profit apparently shows up in that business 


| 
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semseSperation cannot be taken out of it. 
D/PB/apw 1) Depreciation is not realistic when you have to replace 


2 the $10,000 machine with a $20,000 machine and you find 
5 through the general deve lopinestt of business that your 
y operation at one time was an economical unit but now to 
s| become an economical unit in the present day it has to 
6, be doubled in size otherwise you wouldn't survive. You 
7\ have to have money and that money generated in your own 
gi business in terms of cash. You might want to retain 

g| that and you should be able to make some deal with the 
10| Government to retain for a limited period. — I say a 

11| dimtted period - I mean a number of years, 

12 It should be set up so that the interest rate 
13|| increased to the point where you want to place it with 
14] Private capital. I think that those cases where that 
15 Would happen are maybe one in 29, one in 50, something 


16|| like that. 


17 | THE CHAIRMAN: Mr. Smith, on the top of page 

18 || 3 

19 "The writer also believes that if our 

20 | present serious situation has been 

a1. brought about by improper taxation it 

22 can, in turn, be corrected by taxation 

23 designated to produce the desired result." 

24 | Now, I have been looking for a plan of taxation 


25|| which could produce the desired result. You point out 

26|| many things wrong with the present system, such as 

27) means of determining depreciation and means of measuring 
2g profits. I don't see very much directed at rearrangement 
29) of our tax system which would have an economic impact 


{ch would correct the present serious situation. 
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1 Just recap, if you will, sir, those changes 

gi which you believe would correct the present serious 

3] situation. 

4 MR. SMITH: Well, there are other questions, 
5) 2 suppose, on the brief further on? 

6 THE CHAIRMAN: Yes, I think so, of a more 

7 technical nature. I am trying to deal with the broad 

gi aspects. 

9 MR. SMITH: Some of the things I bring up 

10| Might answer some of the things later on. fcostart with 
il I feel that the depreciation system should give more 

12 allowance for the obsolescence of equipment, for the 

13) fact you have inflation. I buy a machine today and 25 
14] years ago that machine would have been worth $3,000, 

15| Today an equivalent machine is worth $15,000 or $20,000. 
16) 1 just have to either take that extra cashat od tax-paid 
17) profits, so-called profits, or go and borrow it, That 
18) 1s one thing I think should be changed. Either the 


19] depreciation system should be changed to take this into 


20} account or maybe it should be speeded up go you can 

2ii write that off in one year. Something should happen 
22||along that line. 

23 Another thing that I think should be changed 
24] would be the idea of profits. For instance, if I can't 
25|| take money out of my business it is not a profit. You 
26) might say, “Well, it goes to that business." A business 
| — $20,000 15 years ago is worth $100,000 today. You 
281 get toa point that many, many people get all their cash, 
29! any extra money that they might have made out of the 


business is completely locked up in its expansion and 
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those people are quite often forced to seil. They have 


aa very little margin outside of what they have in equipment 
{Pa ator ely 

‘| Quite often, through death and other things, 

s 

st think it could be alleviated by taking a little 
boa igGea of the profits. I mean profits should 


~~ 


8 be dividends or money taken out of the business rather 


i Pe what the normal accounting term is. If you can't 
: 
H 
| 


| take Lt it isn *t protic. 
11 THE CHAIRMAN: I hate to violently disagree 
12| with anybody before this hearing but on this score I 


13/ an afraid I must. That kind of distinction would discri- 
14| snate very greatly between those people who start their 
* Baer with adequate capital to pay dividends at the 


16| beginning, and those people who borrowed all the money 
17 to start the business and had nothing but debts that 


fl Sas had commitments to pay. 


i 


i! 


i” In the latter case, under your definition of 


20| profit, they would have no profit and they would pay no 


21] taxes. I see no reason why a fellow who starts with 


23 starts with insufficient capital should not. That is 
not, to my way of thinking, a good basis for taxation. 
MR. SMITH: I think the problem comes that 
most businesses gow like Topsy. There are a great many 
businesses, even the large ones today, that when they 
started planned to arrive at what they did. 
The one that people said, This 1s going to be a dandy," 


turns out to be a dud, and the one that they said, "He 


they are forced to sell. I think that is a bad situation. 
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is crazy to put his money into it,"turns out to be eel. 
} 


ful. Somewhere along the line the fellow who gets the 


winner has to raise money to keep that thing in control 
and to build a business. Maybe he goes along for years 
and never takes a nickel out personally outside of what 
he can barely g@toywith. He builds up his staff and 
gives us a stable business in our community. During 
that time if he has had to carry on his expansion out of 
tax-paid money - that is what concerns me. I know what 
it is like. This is what I was thinking of, of profits 

The other thing is that I think these taxes, 
for instance, like these - I feel there shouid be no 
taxes that would raise the cost of capital goods. For 
instance, say we figure $10,000 on capital to employ 
anybody and if we put 10% taxation on building materials 
and on equipment that means it would cost $11,900 to 
employ him today. It also means we have to geta higher 
price for our products in the world market. 

Now, I feel that there should be no tax that 
would raise the cost of capital goods putting in a plant 
to employ people. That is a tax against the very life- 
blood of industry. This is a confiscation of capital 
or tax on capital rather than anything else. It can't 
be anything else. 

THE CHATRMAN: You would maintain exemptions 
in respect to machinery and equipment and buildings, I 
take it - I mean sales tax. ‘ 

MR. SMITH: I think it.is a little different 
as far as buildings are concerned. It depends on what 


the buildings are used for. I am thinking more of plants 
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D5 1] and equipment that are ming to employ people. I am not 


| 
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( thinking of other things as much. That is strictly 

3| employment. Also, to go further along the line, I 

| think the death duties have had a lot to do with people 
5| selling out Canadian business to other foreign concerns 


6 and it has got a lot to do, maybe, with - it may do a 


7| lot of harm. I feel there should be some concession to 


8) be able to allow a person or, say, a family business to 
9) overcome that very drastic death duty that has to be paid. 
10| COMMISSIONER WALLS: I see you suggest govern- 


al ment loan back death duties 100%. We have had representa- 


| 
| 
| tions that instead of that a five-year period be granted. 


13 MR. SMITH: Anything is better than nothing. 
14 COMMISSIONER WALLS: “You would favour a loan 
15 


MR. SMITH: I think the five-year period is 


| 

| as against the five-year payment? 

| 

| quite sensible. It is a sensible term if the business. 


| 


18|| can handle it. I think it depends on the business itself. 
19 COMMISSIONER GRANT: Your argument, Mr. Smith, 
20! would seem to come to the conclusion that the present | 


21) revenues which governments are receiving should be 


22| reduced. Would you say that that was so? 

MR. SMITH: I would say it is absolutely-so, 
simply for the reason that apparently, as far as I can 
see, probably somewhere around 30% of our gross national 
product goes to taxes. If this country is to espe 
and again we come back to the fact that we must expand, 
we have $3 million to find for unemployed today, already 
unemployed, and we have $1,300,000 to find for the new 


people coming up out of schools plus capital which has 
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D6 1] to be put in to offset the effects of automation; in 


| 
*| 
3| 


other words, to find a new job for people automated 


out of business. Therefore, we have a very big problem 


4i/ ahead of us. There is only one place that money can 


5| come from; that is from our product. If the taxes are 


6 
7 
8 


so high that they are leaving a small proportion of that 
product in the hands of the people that understand the 
use of capital - even personal savings go into the bank 
and the bank uses that capital. No matter where you go 
any money that is saved and goes into any kind of insti- 
tution helps our problem. Therefore, the only way that 
we can raise that money is to not take it away. 

The Government is in exactly the same position 
relative to our Canadian ousiness community as the over- 
head department takes for a business. We know overhead 
is the enemy of business; beyond a certain point it is 
the enemy of business. 

Today the Government has reached the point 
where it requires so much money I feel it is a very 
great drain on the whole Canadian economy. Something 
has to be done about it and also the drain.has to be 
channelled into places where it is not going to harm. 

It has to be handled in a way to help growth. I know 
you have to have money, but I don't believe you have to 
reach a point of where every time you need money you 
don't think of cutting business like business has to do; 
you say you have to raise taxes and they don't care 
where the tax is raised. 

COMMISSIONER GRANT: If there is going to be 


less revenue going into the Government Treasury then 
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Ccree’ 


there is going to be a curtailment in expenditures, a 


29 


ij 


corresponding curtailment. Have you given any thought 
to where that curtailment would come from? 

MR. SMITH: I am afraid I didn't go into that. 
The Government expenses are many, many times what they 
were 30 years ago with about double the population. [I 
kmow you can work it out. I don't-see any reason why we 


need the vast expenditures we’have. We just can't stand 


| it. If anyone of us in our family life is spending more 
| than we can afford to spend we would be in trouble, the 


| same with business, the same with government. We have 


to retain money in our business community to be used in 
capital. 
COMMISSIONER MILNE: Simply following that 


particular line of thought of retaining this money in 


| the business community, and I don't know whether or not 
| you heard the participant just before you, but I made a 
| note and it seems to apply right now because it has 

| been the experience in the business community that 

| approximately 30% of new businesses, only 30%, can survive. 


| the first five years. If this has been the experience 


in the business community and you susgest that govern- 
pas plan of expenditure is not the best - how is the 
experience to improve? 

MR. SMITH: I think you will find most of 


those businesses were - they might have been broke by 


taxes. Taxation might have broken them. I have seen a 


lot of my friends, small loggers and people like that, 
they have had to - I don't know, I think some of those 


are caused by taxation; some through bad management. 


wn 
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Let us look at another point: that 30% that 
didn't survive the first five years, in general their 
volume isn't more than to the stage where they amount 
to much. They are not large businesses. They are 
generally quite small. They are in the period where 
they are either going to make it or not. I think what 
we have to do is make sure that growing business has 
money; it needs to go out into the foreign markets, 
which we have to do. Put in the equipment we need, do 
the research that we need to do to sell our product. 

Smali companies that don't survive - I think 
most are small. It is perfectly true; if you put 
dollars on it you would find it didn't amount to very 
much, 

Another point I would like to bring up here, 
there is a lot of money in this community, money that 
runs around 10 to 20 percent today, money you have to go 
out and get. There is an awful lot of that money being 
used today. There has been in the past. Of course, 
this is right now. People are makings a real killing 
out of the high interest loans. They are making those 
loans bitty “f0 businesses that are good and sound. Those 
businesses need cash. They are going out and paying a 
lot of money for them. 

COMMISSIONER GRANT: They shouldn't have to 
pay exorbitant rates of interest if the business is a 
sound business. 

MR. SMITH: It all depends. There is a lot of 
that type of money around. I feel there is an increase 


in the good, sound businesses short of money that have 
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to pay high prices for it. You get these tight money 
situations in the bank. They have been up and down like 
a yo-yo over the past few years. One time they have 


lots of money and the next time they are calling their 


' loams, People have to go out and borrow high price 


| money when that money should have been their own money 


which has been retained in the business instead of being 
paic out in taxes. 


COMMISSIONER PERRY: There is one fact that 


| disturbs all economists at the present time. I think 
' lt is conceded that ultimately there has to be industrial 
| expansion, but the difficulty is that so many industries 


| have over-capacity, amthe people in these industries 


themselves can see no need for further capital expendi- 


| cures. In a good many cases they have quite adequate 


funds for such expenditures but simply don't see the 


| necessity for making than. This is just a footnote to 


quite a few things you nave been saying, of course. 
HR, SMITH: I am not saying you should apply 


these ideas right across the whole board. MThe only 


| thing that is going to expand our industry is work and 


money. lJiuch of it is going to come from foreign markets 


anc that costs a lot of money, to send around the world 
looking for business. 

THE CHAIRMAN: Thank you, Mr. Smith. Really, 
in asking you to reply as to those courses that you 
think most desirable to our tax system you gave several, 
different methods of depreciation, different determina- 


tion of profits and recommended 
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‘no taxes, which would increase the cost of 


some relief by deferment of the payment of death duties, 


and there are others shown in here. That, I take it, is, 
in a broad way, your prescription as a cure of our tax 
laws and I thank you very much indeed for coming before 

us today. It is extremely helpful to have people like 
yourself do this. This is the job of, I think, all citi- 
zens and some feel much more strongly about it than others 
I very much appreciate your helping today. Thank you very 
| much. 


MR. SMITH: Thank you very much, sir. 


| -~-- Short Recess 


THE CHAIRMAN: Mr. Secretary, we are ready at 
this end. 

THE SECRETARY: Mr. Chairman, the next orief is 
being presented this morning by Mr. J.A. Lindsay of the 
Lindsay Models and Metalicrafts Limited. Mr. Lindsay is 
here to speak to his brief which I now enter into the 


record as Exhibit No. 133. 


--- EXHIBIT NO. 133: Submission of Lindsay Models and 
Metalcrafts Limited. 


SUBMISSION OF LINDSAY MODELS AND 
METALCRAFTS LIMITED. 
Appearance: Mr. J.A. Lindsay 


THE CHAIRMAN: Thank you, Mr. Secretar 
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E2 aah Mr. Lindsay. 
2 | MR. LINDSAY: Good morning, Mr. Carter. | 
3 THE CHAIRMAN: You are here representing your 
4| own company, I think? 
5 | MR, LINDSAY: Yes. 
6) THE CHAIRMAN: With a device which you are going 
7| to tell us about? 
3 MR. LINDSAY: Right. 
9| THE CHAIRMAN: You are speaking to a very 


10] interesting area. This is the area that is borderline 


11| between service and goods, I believe? 
| 
12/ MR. LINDSAY: I would think so. 
| 
13! THE CHAIRMAN: In the application of sales tax 


14/| to that. I think it is a troublesome area, from an asses- 


15 sing point of view. We would be very interested to. hear 


16 | what your product is and something more about your diffi- 


| culties. 


i 
~y 


| 
18) MR. LINDSAY: Thank you very much. A number of 
19| people have difficulty in understanding our business. I 


20'|| would state I have a model business and they would say, | 
21) “How many girls do you have?" My wife has been somewhat | 


22| embarrassed on the telephone by people wanting to know how 


| 
23 many nude women we have. 
I am afraid it is not that kind of a business. 


25'||We are working primarily with consulting engineers and 


27 plants, anything in three dimensions. 


28 Drawings, conventional drawings, as prepared by 


29 || consulting engineers, are very, very elaborate. They get 


30) so confused that even they get a bit lost. I brought 


26 architects to help them design buildings, pulp and paper 
| | 
} 
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E3 1] drawings here -- anybody can look at them.-and to overcome 
this problem we have developed a system of assembling 
anything: piping, for instance. That is a small section 
of a piping layout (indicating drawing) for a mill, and 


this drawing has to be read in conjunction with section 


It is developed specially for the piping in the 


States. It comes in kit form. All the big consulting 


these. Generally speaking, the engineers and draughtsmen 
themselves are doing this work and so they have piping of 
various sizes and colours. 

THE CHAIRMAN: You buy this just like a Meccano 
set, do you? 

MR. LINDSAY: Yes. You can put a piping system 
together very quickly by using this kind of thing. I 
thought a little colour would heip the Commission. Very 

quickly, you can put up a piping system all over the place 
and you just have to see one of these big layouts (indi- 
cating) to appreciate the complexity. 

Similarly, with structure. These are extruded 
sections put out by specialist companies in the States, 
again, and used by draughtsmen themselves and they can 
put up columns, cross-beams (indicating) and a core of 
the building. Once they have this on the table, then 
decisions can be made. The chief engineer, owner, every- 
body involved, can criticize this because it is there. 


This kind of thing is - it's all right for a 
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E4 1| small job (indicating). It is being used more and more. 

2) We are working now with the Peace River people here, the 

5, Engineering Department; the B.C. Hydro engaged three 

al international experts on dam construction. One from 

5) England, one from Sweden, and one from the States, to 

p. assist in the design of this earth dam. It's a very big 

7 Job and these three fellows were engaged as experts. 

a} Right away they said they would like to see a model of 

a part of the rock formation on the canyon wall of the 

40 Peace River, so this is what we did (indicating). This is 

1: part of the canyon wall they wanted to excavate; part of 

12! the top topography to allow a resting place for the earth 
to sit in, so the pressure of the water will not disturb 

14 the dam. This is done to engineers' instructions. 

ia THE CHAIRMAN: What form did the engineers' 

16| instructions take? 


| 
4 MR. LINDSAY: This sketch (indicating). 


17 

18 | THE CHAIRMAN: That is all? 

19/ MR. LINDSAY: Yes. They say, "We don't know 
29| what we want yet. We will have to see it in three dimen- 


25} Now, this is the nature of our business. All 


2g us with just a slip of paper, even verbal instructions. 
29) There is an instruction (indicating), just a few hasty 


lines and I, being an engineer, can understand what they 


17 semana s+ torere it erRae:teee Sant So <i <a SRS 7-7 hls sss eS lS Ss SET SANS ene 


| in the States. 


| large buildings, or is somebody doing this for most large 


| buildings? 
architects are doing studies in three dimension in their 


i “You fellows are doing it much more effectively and 


| quickly. We can spend our time more profitably conceiving 
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are getting at. We can design it for them. This is the 


beginning, the basis, you see. My point is this is being 


We have a good many individual pieces Uke this and they 
| are working away with them. I am afraid Mr. Simms has 


| insisted that our work is taxable and, well, frankly, I 


camnot see it, Mr. Carter. 


| 
} 
| 
| 
| done all over the country by individuals in design offices | 
| 
| 
| 
| 


THE CHAIRMAN: How many companies are there 


j like yourself? Are there a lot? 


MR. LINDSAY: In Vancouver? 


THE CHAIRMAN: No, throughout the nation. Are 


there lots of people in this kind of business? 


MR. LINDSAY: As far as I kmow, none. 


THE CHAIRMAN: So that when you say “other 
people are doing it," it is people employed by contractors 
or architects? 

MR. LINDSAY: Yes, exactly. 

THE CHAIRMAN: You are the only entrepreneur in 
this business that you are in, though? 


MR. LINDSAY: As far as I know there are some 


THE CHAIRMAN: Are you doing this for most 


MR. LINDSAY: I would say that most of the large 


own offices, Some architects have come to me and said, 


the design." 


rn 
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THE CHAIRMAN: Are you an architect yourself? 


MR. LINDSAY: No, not an architect. 


THE CHAIRMAN: An engineer? 


4 MR. LINDSAY: An engineer. I am an engineer 

5 with an artistic ability. 

6, THE CHAIRMAN: Because I would not be able to 
7\ read the plans. You learned to read theplans. You are 

3 an engineer. 

9) MR. LINDSAY: Yes. I worked for the Rolls 

10. Royce Company in Britain. 

i THE CHAIRMAN: Now, now do you get paid for 
Lee 

12, this work? 

13) MR, LINDSAY: Most of it is on a cost-plus basis. 
| 

14 THe CHAIRMAN: That thing beside you there, 

15 how would you determine the cost of it? 


16). MR, LINDSAY: We go on an hourly basis because 


17; nobody knows how long we are going to be on it. 


18 THE CHAIRMAN: Material in there would be very 


20 | MR, LINDSAY: Nothing at all. 
i 
21 | THE CHAIRUAN: 


What would be the material cost in 


MR, LINDSAY: Generally speaking. There are 


234 HR. LINDSAY: Ten cents. 
24 THE CHAIRHAN: And tle pipes in front of you? 
25 HR, LINDSAY: What you see here, 75 cents, 
26 | maybe, 
27 THE CHAIRMAN: So when you make out a bill, 
28 se is 95% time, 98% time’ 

| 

| 
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exceptions, but generally speaking. 
4 THE CHAIRMAN: As to the description, are there 


any questions of this type, rather than the ion 
tions? 

COMMISSIONER WALLS: The only thing I would 
like to get clarified is, that Mr. Lindsay has shown us 


‘what he is doing in the three dimensional work, which 


is work similar to architectural work in two dimensions, 
but I notice on the objectives of your company you say 
that you also make scale models for sales promotion? 

MR. LINDSAY: That is right. 


COMMISSIONER WALLS: And that, of course, when 


we later deal with the 


What sort of models do you make for sales promotion? 


MR. LINDSAY: I will give you one example. We 


have made buildings for MacMillan Bloedel, wooden buil- 
dings. These have been designed so that the farming 
community can understand the application of plywood and 
A farmer can't understand this 


Dlywood construction, 


type of thing, but he can see what ne is going to have 


when he has a scale model there, particularly when this 
is cut away in sections so ail the different elements 
within this huilding are shown. We have done this, and 
we have never disputed that this type of work is not 
taxable. We have charged taxes. There = charge a 
fixed price and this is negotiated with the customer. 


COMMISSIONER WALLS: So in reality your sales 


promotim is very close to your other type of work, then? 
29/ This is mostly dealing with sections of buildings? 


30 |. MR. LINDSAY: No, I don't see that, Mr. Walls. 


taxation may have some implications. 


| 
| 


| 


E8 
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“euat 


18. 


| 


| 
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22/ 


| 
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=< 

ANGUS, STONEHOUSE & CO. LTD. oui6 
TORONTO. ONTARIO 


On what basis do you see that? | 
COMMISSIONER WALLS: I mean you are carrying out | 


three dimensional work in the building of buildings and dams 


| under your models, then, and I am saying this for your 


| own advantage, the models you are using for sales pur- 


poses are in much the same category. 
MR. LINDSAY: In the respect that they are 
allowing people to understand what they are getting, yes. 
COMMISSIONER WALLS: That is, of course, what 
the engineers wanted these models for, too. 


MR. LINDSAY: If the Government wants to elimi- 


i nate the 11% from our other work, I don't know; I think 


the country has to get some money from taxes all right. 


| I don't dispute any of that. It's just this inherent 


| inequality that I am fighting. 


THE CHAIRMAN: Yes. I think what Mr. Walls 


| is trying to do for you is to suggest that you are 


professional firm. This architect who draws the plans, 
the architect pays taxes on the purchase of the paper 
on which he draws the plans. The tax is not charged 
for his own services. 

MR. LINDSAY: No. 


THE CHAIRMAN: Likewise you are analogous to 


| an architect - you paying the taxes on the plaster and 


probably in pretty much the same position as any other 
| 
| 


‘piping, and this sort of thing rather than charging the 


| 
taxes. 
MR, LINDSAY: This is what we have been doing. 


29 || We have been charging our customers taxes on the materials | 


30} but our time, being on a cost-plus, no. Now, we find that 


1 
| 
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EQ 1! we are mixing in, as you would see frum our brief, with 
2] the plant's own staff. They will be working beside us; 


3] in some cases doing the bulk of the work. They would 


| 
| 
| 
: 
| 
| 
4i say, "We are a little behind, would you come and help : 
S| us please?" I just can't see why I myself or my staff 
6] are paying taxes when we are doing this design work, 
7 COMMISSIONER PERRY: Just one further point: 
8] your contract with your customers is to provide a scale 
9! model, title to which becomes the customer's? 
10 3 MR, LINDSAY: Yes, the customer's property 
il COMMISSIONER PERRY: It is not to provide 
12] consultation services or advice. It's in terms of provi- 
13] ding a seale model. 
14 MR. LINDSAY: There is an element of consulta- | 
15] tion here, Mr. Perry. We are left partly to our own 
16] devices, at times, with our engineering background, and 
17] we will say, "Well, we will put that in. We think it 
18} should be," you see. 


| 
Via COMMISSIONER PERRY: I am just trying to 


20|| establsih the point whether the ultimate operation here is | 
! 
i 


ia the delivery of a physical thing. "rt" iss the delivery -of 
22 the scale model to your customer? 

23) MR. LINDSAY: Well, there ts the delivery of 
24) a service - I am searching for another word, but I think 
251 service is the word; professional service. 

. THE CHAIRMAN: What does your invoice read 


27| like? Have you got one there? 
28 | MR. LINDSAY: No, It will read: "To so many 


29| hours assisting you on so-and-so,” you see. 


Bo THE CHAIRMiN: It will not say: "One scale 
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model for dam, so much money"? 
HMR. LINDSAY: No, 
THE CHAIRMAN: It will say: "So many hours! ~ 
service’? 
MR. LINDSAY: Yes. 


COMMLSSIONER WALLS: I think - and I am sure 


| that you agree from what you have said - that the con- 


flict lies, in the objective of your company; to assist 
consulting engineers is in the same category as an 


architect, and, therefore, not subject to tax. It is 


| the making of the scale models for sales promotion, 


Gisplay, and so on, that brings you under the manufacturin, 
classification. 
Now, in case that that cannot be changed, have 


you given any consideration under Section 34(2) of the 


| Gicise Tax act to make application to the Minister of 


| National Revenue to be considered as a'small manufacturer’ 


in the same classification as dental mechanics and not 


| be be subject to sales tax? 


i, LOMSAY: I was not aware of this, Mr. 


COiZIISSIONER WALLS: <&xcept for tt materials 


iM, LUDSAY: I was not aware of this. I. have 
been discussing this problem with Ladner Downes, who are, 
iL believe, very good, very knowledgeable, in this field. 

COMMISSIONER WALLS: Way be that is something 


that you might explore and maize application to the Minister 


of National Revenue to be classified or declared a small 


manufacturer. 


‘ s 
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THE CHAIRMAN: As you are probably aware, we 
have had representations - or at least the suggestion 
put forward - that services should be taxed as well as 
goods. They ou. some other countries; not all. You 
are, as I said at the beginning, right at the borderline 
between the two and I suppose one solution to your situa- 
tion would be the taxation of all services so you would 
be in the same position as everybody else. i 
The other solution, of course, is to treat you 
as an architect and, therefore, you are a consumer rather 


than. a producer of goods. 


MR. LINDSAY: One thing I haven't said yet is 


why-- when the job of this nature has been done - engineer 


ean do it themselves and have no problem with the tax 
people and yet they bring me in as an expert to do it 
quickly for them and I have to pay taxes? 

THE CHAIRMAN: Your point has some validity. 
The Tax Department tries to seek equity on goods which 
are made by the taxpayer himself and possibly it doesn't 
always succeed, but as you probably know, in printing 
it levies a tax on printing made by the company for its 
own wate so as to put that into a position of equity 
with that it buys, bu& I don't think it succeeds totally 
in doing that. I think very often, when goods are made 
by the user, that they are not subject to the same taxes 
as those purchased which I suppose must wipes or the 
sales tax system. We can't achieve equity completely. 

MR. LINDSAY: TI wont expect it, no, | You 


see, the same technique is used in office layout. Now, 


an office manager can buy this type of thing for furniture 


> 


: 
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E12 4] and working from flow sheets can design a layout. This is 
2), a model the same as we are doing and I believe even 
3| chartered accountants set up model companies to evaluate 
4|| taxes, and so on. Have you sent in your 11% today? 
| 


| 


s| THE CHAIRMAN: Of what? 
| 


MR, LINDSAY: Chartered accountants set up 


| 
7| model companies to evaluate taxes.- 
| THE CHAIRMAN: I see. I haven't run into that 
| 
g| yet. Well, I am not here to be told that I owe taxes. 
10| Have you anything further you would like to say to us? 


11) I don't think we have any more questions to put to you. 


12/ I think we understand your plight, if it is 
13/ plight. 

i 
14) MR, LINDSAY: I have just one more point. I 


15| feel that the Department's attitude in my particular case. 


16 | has been caused by a local auditor going direct to my 


17|| customer and asking if they will pay the tax on a parti- 


18 | cular job, and this was done without my knowledge and I 
19| feel tra t this has prejudiced the whole issue. I feel 
20!| it is unethical and unbusinesslike and has been done 


21/| perhaps to help me but I think the auditor took a very 


| narrow attitude. 


19 
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As a result of this my business has been very 
much influenced and all he could say was a tax ona 
particular job. It goes beyond that. Finally I do 


feel our machinery is somewhat an anachronism. We 


need machinery that reduces expense and time; as a matter 


of fact it has been going on for two years as it is. 
I think there should be some regularly available 
machinery for small people to argue. We have avery 
good example recently, the application of 11% tax on 
building materials. There were powerful vested interests 
and it is modified but a small seller like myself 
should have access to somebody like the Swedish Ombudsman. 
THE CHAIRMAN: We might have quite a few of 
those fellows running around. 
MR. LINDSAY: Well, I have read about their 
operation extensively and applications are screened, 
all applications have to be valid. 
THE CHAIRMAN: Thank you very much, indeed. 
You demonstrated a particularly tough situation, I think. 
I think there are other people like yourself doing the 
same kind of job under the same difficulties. 


I have seen it myself in another product. It is good 


to have this demonstrated to us. 


MR. LINDSAY: I am very pleased to have the 
opportunity of having come before you. I must say it 
is very nice to see the stern male countenance alleviated 
by the presence of 2 lady. 

THE CHAIRMAN: You are ending up more char- 
mingly than you started. We are glad to see you today. 


Thank you very much. Mr. Secretary, we are ready for the 


Fe 
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next submission. 


THE SECRETARY: Mr. Chairman and Commissioners, 
ay next brief is from the British Columbia Hotel Associa- 


tion. We have present this morning speaking to the brief 


a 


5| Mr. J.R. Corbett, Manager-Director of the Association; 


6| on the left, Mr. J.W. Naylor, Director of the Association 


7, and on the right, Mr. Wainwright. .I would like to enter 


| 
! 

g| the brief into the record as Exhibit 134. 
| 


9) 
: 
10| --- EXHIBIT NO. 134: Submission of the B.C, Hotels 
Owners! Association. 
i 
11/ 
12 i 
H SUBMISSION OF THE B.C. HOTELS OWNERS! 
13 | 
| ASSOCIATION 
14 | 


Appearances: Mr. J.R. Corbett 
15 | Mr. J.W. Naylor 
i Mr, Wainwright 


men, like most other industries, the hotel industry in 


this province is suffering from growing pains. We find 


16 | 
THE CHAIRMAN: Good morning, Mr. Wainwright, 
17] 
| Mir, Carbett, Mr. Naylor. Mr. Corbett, you are speaking 
18 | 
| for your group, I take it? We have read what you have 
19) 
; Sent to us, yoursubmission, and we will have a few ques- 
20 | 1) 
| tions. Before we get to that I would appreciate your | 
21) 
| telling us a little more about your Association and 
22 | 
| speaking to your submission in any way you would like. 
23 | 
| There is.no need to. read it. We-have read it. Any 
24 | 
| introductory remarks, anything that you would like to | 
25 | | 
Say, you can do it now. Don't stand unless you wish to 
26 | 
do so. 
27 | | 
| MR, CORBETT: Mr. chairman, ladies and gentle- |! 
28 
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1] with the rapidly changing times in travel that people 

are demanding better facilities, better standards of 

service. This, of course, means additional financial 

responsibilities which account for some of the changes 
which we have included in our brief. 

| We find that because of the new methods of 

| transportation a little hotel in a small centre is now 

experiencing considerable difficulty where people 

previously used to travel 150 to 200 miles and stay 

| overnight they now travel four or five hundred miles 

| and the little hotel in between is minus this flow of 

business. 

“We also find that guests expect more. What 
was good enough this year will not, perhaps, be good 
enough next year. We are in competition with notels in 
| Texas, Montreal, London, England, and so on. Previously 
we weren't exposed to so much of this competition. The 
cost of construction has increased. I think it is fair 
to say that the minimum cost per unit now is perhaps 
$10,000 and up, and previously it was considerably less. 

We have set a restriction in this province 
where new hotels wishing to apply for licence privileges 
are required to have a minimum of 50 rooms. This was 
requested by our Association and we think it wiil 
improve the standard of services and it will mean 
people whe become involved in the industry will certainly 
be taking the matter seriously because it will invoive 
at least initial expenditures of half-a-million dollars. 

As you Reihaseea? a comment or two about the 


| purpose of our Association. We began back in 1935. We 


Se ee ee SE ee 


F4 


10 
| 
11) 
12 
13| 
! 


14) 
I 
15 | 
16| 

| 
t 


| 
18 | 
| 


which negotiate numerous union contacts that ae involved 
| in the hotel industry in this province. We have our own 


Ff publication which we put out each month and which averages 
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have been very active in labour relations departments 


| 
| 
H 
| 
| 
: 


around 40 pages. It is a quite well-presented publication, 


: We are very proud of it. 


We have a staff of three: other people in the 


| office along with myself. Our Directors are selected 


from various parts of the vrovince, which I think is 
normal for that kind of association. Our prime purpose 
is to attempt to present the best interests of our 
members and to keep constantly in mind the greatest good 
for the largest number. 

One of our most serious problems at the moment 
is the problem of the older downtown hotel where deteriora 
tion may have set in to some extent. These people face 
difficultyin competing. It was in this connection that 


we made our first point in our brief concerninga more 


| flexible formula for economic growth so that some of the 


| money they might have required to pay on taxes could be 


held in reserve and used during inflation when the 
economy needs an additional push. It would provide an 
opportunity for the. hotel to improve its facilities and 
stay in business, 

It is our opinion, with time, these hotels 
may eventually revert to homes for the aged or perhaps 
apartment projects. It does impose a very serious 
problem at the present time in all the larger cities 
across Canada. I think this covers very briefly, ladies 


| 
i 
and gentlemen, what I have in mind. I would be pleased | 


15 


16 


17 


25 
26 


27 
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to go on with Mr. Wainwright and Mr. Naylor to answer 
any questions you may wish to put. 

THE CHAIRMAN: You sit down and we will ask 
you a few questions. Suppose we discuss not our taxes 
but the services we get in the hotels and the fact 
there are new hotels coming into being and the old ones 


| 
La go out in the manner you suggest. Do you have any 
| 
idea as to how the rates compare? You indicate the 


construction costs have, of course, increased. I would 


expect that. I would expect new hotels must have diffi- 


culty competing with the old hotels at old construction 

costs. I would be more sympathetic with that if I 

weren't very» conscious of the increase in hotel rates. 
I can remember back a few years and I know 
pee time I go to the same hotel my bill is a little 


[ieea | Hotel rates have been going up. Have they 


been more or less keeping oace with hotel construction 


p Aone or less? 

MR, CORBETT: I would think they have been 
high because of additional responsibilities imposed. 
Before the hotel owner wasn't se heavily invoived in 
promotion activity. This is a large expense which he 

| didn't have. They get an extensive fliow of business 


from travel agents whe extract, say, 3 to 10 percent, 


| 
| and cerhaps a higher percentage for seeking business 


| this way. This is an additional charge in promotion 


i 
| 
| and overhead. We have had a spiralling increase in 


28 | wages from year to year, especially in this part of 


Canada. This represents additional costs would have to 


30] be carried. I think because the industry is over-built 
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a a number of areas there are no restrictions upon 


/ 
2 9| room rates that may be asked. | 


3 | There are a number of formulae that may apply, 
4) owners freauently are not in a position to apply this 
5 formula to the fullest extent because of intense competi- 


6| tion. I think their opportunities to get a fair margin 
| 


7| of profit from rooms is better even than it is in the 
| 
| 


gi beverage department. 


9 In the early history of the hotel industry 


10| chey sent heavily on the beverage department to produce 


11| profits. Now, we think in terms of rooms and food. 


12| Those are the most important departments. We have suffered 


13| an increase of staff amounting to in the neighbourhood 
Oe ae 43% without any ineréase in the price of beverages. 
al THE CHAIRMAN: For what period? 

| i MR, CORBETT: Since 1943. This is brought 


about by the Provincial Governments across Canada. They 


17 


18 tell us when we open; they tell us when we close; they 


19) tell us what we pay for it, and what we sell it for. 


po this increase in wages developed most other industries 
n1| were able to add a few cents to carry that cost; say, a 

22) fen eents on the price of furniture, and we couldn't. 
|B is most important, this restriction in price. 

24 THE CHAIRMAN: Do you like being controlled or 
My do you not like being controlled? I ask that question 
26|| because I can go back to the period of price control, 

27|| and I remember theoretically most people didn't like 

28) price control, but in many instances it was rather easy 


29! to accept because not only did it restrict profits but 


30) it pretty well assured profits. 
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MR. CORBETT: I think we have reached 4 point 


2) where we think there is merit in freezing prices and 
3| wages. This might not be politically possible, but it 
4) would put Canadians in terms of competition with other 
‘ countries. 
A COMMISSIONER GRANT: Your suggestion of an 
w,| investment reserve being set aside before payment of 
gi taxes, Mr. Corbett, I take it that that has application 
gi to all business, not only the hotel business. 
10! MR. CORBETT: Yes, it does. We think it is 
al particularly adaptable to the hotel industry as we are 
i expected to keep up a good front, and this costs money. 
jy This would help us do it. Where they were holding the 
5 funds w could create development plans. 
i COMMISSIONER GRANT: From youre intimate know- 
af ledge of the hotel industry do you think the improvement 
17 OF expansion plans for hotels or the building of new 
18 hotels - do you think that your efforts to raise capital 
19 are more difficult than they would be in any other kind 
20 || OF business? 
a1 MR. CORBETT: Yes, they are. 


COMMISSIONER GRANT: What would be the reason 
this is so? 


MR. CORBETT: These restrictions and the 


25| previous trends in the industry where so much of profit 
96} 48 contemplated on beverages which involve being licensed, 
land the licence could be taken away for any misdemeanour 


lor problem that might develop, 


2428 


ANGUS, STONEHOUSE & CO. LTO. 
TORONTO. ONTARIO 


MR. CORBETT: I think this has had a tendency 
to create a very cagey attitude on the part of investors. 
The hotels themselves will obviously disappear, to some 
extent, with the advent of the greater costing of room 
business and food business. 

COMMISSIONER GRANT: The profits are increasing 
in the hotel industry, I suppose, as a result of the 
enlargement in the sales of spirits and beer and wine? 

MR. CORBETT: Accoridng to the D.B.S. figures 
that we get from Ottawa, which is our most reliable 
source, the net profit to the hotels is down. 

THE CHAIRMAN: Net profit related to what? To 
the capital employed or the sales? 

MR. CORBETT: To sales, 

THE CHAIRMAN: Yes, I would think that is the 
Hepes I would think it might be up in relation to capital 
employed. Would you? e 
MR. CORBETT: It would depend, to a great 


extent, on the area, where there is considerable over- 


| building. In this particular area I think it is fair 


to say quite a percentage of new hotels that have opened 

in the last couple of years are having financial problems, 
COMMISSIONER PERRY: I remember two or three 

years ago seeing these game D.B.S. figures and it seemed 

at that time that something like half the gross revenue 

of hotels was coming from the beverage department. 

Would there have been much of a change in this in the 


meantime? Is it still that important, but just less 


profitable as an activity? 
MR. CORBETT: It is gradually changing so that 
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| ; 
Ge 1| the increase in sales is from rooms and food. The profit 


i) 


i that was earlier experienced from the beverage department 


ti being curtailed because of the restrictions on prices. 
| 


4) COMMISSIONER PERRY: So that it is not only 
5) becoming a smaller source of gross revenue, but a less 
6| profitable activity in the hotel business? 

| 
7 MR, CORBETT: Yes. As a good example, we have 
8] hotels in downtown Vancouver who have applied for permis- 
se tent not to open their beverage department at night at 
ib) 222. 
u COMMISSIONER PERRY: This is very illuminat 

| 
12 


MR. NAYLOR: Before we continue on, if I might 


14] say one word in reply to the previous two gentlemen: I 


ee Mr. Corbett might have added that with regard to 


| 


17| capital investment for the sales dollar. We are tied to 


16) rate structure the hotel industry has a relatively high 


| 
| 
to the layman. 
| 
| 
me fixed asset in buildings, plant and eaquioment. We have | 
i 
19! e fairly rigid cost structure in operating. You have to | 
j 
20|| run your elevators and burn your lights and staff your 
21) place regardiess of your occupancy. 


22 - You cannot shut down number 2, 3, or 4 assembly 


23| lines when business gets quiet, like they can in a factory. 


ee 


24 COMMLSSIONER PERRY: We were in an hotei the 


ee om 


25} other night where they did for @ couple of hours. 

26 MR. NAYLOR: I was in the dark myself. There 

27 | have deen other people in the promotional efforts; Howarth 
28 and Howarth of Chicago, who are the main accounting firm 
291 to the American Hotel Association, called over-building 


30} the number one problem in North American today in the 


G3 1| 
i 


—y 
~ 
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hotel industry. 
This, I think, sir, has kept rates down from 
where they might have gone, but the key to this question 


is occupancy. Now, occupancy is down both in the United 


| States and Canada. Occupancy in Canada is subject to 

| more seasonal fluctuation than it 1s in the larger 

| centres in the United States. In Canada, in many places, 
| at is, you might say, virtually a two-month operation. 

| The rest of the year they just hope to get by so rate 


| structure is only part of the picture. Occupancy is 


more important. 


We are faced with a declining occupancy rate 


; plus a Situation of continued building owing to promo- 


tional effort. Now, promotion of new capital hasn't 
anything to do with what we are talking about. We are 


a) 
an existing business. Theymight have some resources to 


| improve their premises so that they can compete. From 


the day you open a new building you are fighting obsoles- 


| cence, repairs, alterations, as Mr. Corbett mentioned, 


maintaining your business to compete, is very important. 

THE CHAIRMAN: Would you explain why your occu- 
pants are going? You include motels, I assume, in your 
Association? 

MR. NAYLOR: We could include motels in that. 

THE CHAIRMAN: So that the occupancy is not a 
transfer from hotel to motel? 

MR. NAYLOR: No. 

THE CHAIRMAN: It is out of those to somewhere 


else, is it? The number of tourists is not declining, I 


| 
cence. As long as you are in that business, your 


i 
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a4 1| don't think. 
| 


2 MR. NAYLOR: The overall number is not declining 


3) but building has gone ahead of the pace more rapidly, I 
| believe, than the increase in tourists. It has not been - 


| tourism, I have always locked on in the hotel business, 


6| rightly or wrongly, as sort of an invisible export, some- 


7| thing like insurance. We may bring in foreign capital 

gi and it is vital; I think it is very important to our 

economy that we attract a good tourist industry in Canada. 
THE CHAIRMAN: We will all agree with you 


without argument on that score, yes. 


| 
= COMMISSIONER GRANT: Did I understand you to say 
that there is an increased occupancy of hotel rooms from 
ee to year? We. are experiencing an increas because of 
fs tourists, but you nave over-expanded: The industry 
bales is over-expanded. You have too many rooms to fill? 
he MR. NAYLOR: This has been a temporary thing. 
1g) amd also, as I say, we have a very seasonal business. 


19| Everybody today, at this time of year, enjoys a reasonably 


20'| good occupancy, although the hotels are far from full in 


| Vancouver. There are one or two spots in British Columbia 


where there has been an influx of tourists. I believe the 


i 
| 
93|| Okanagan is one where there is a tight room situation 
right now. 


A month from now they, will all be empty. A 


: 26 lot of people, I think have promoted this business when 
i 
dats look at the July, August picture. 


28 However, in susgesting this reserve fund, we 


29 | are not speaking about the promotion. As I say, this is 


| something separate to the day-to-day operation of an 


; 


{ 


‘ 
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G5 1| existing business. There has not been-I would say that 


Hl 
5} 


i} 
6) 


22) 
il 
24 | 

| 


| 


there has not been over-building in the downtown section 


of the City of Vancouver. In fact, there has been 


| certain building that might have gone. ahead which has 


been discouraged because a lot of the revenue has gone 
to outlying districts. 

THE CHAIRMAN: Regarding. your recommendation 
No. 1, there are two things, at least, that I can see 
against it. There may be others, and you may, and 
probably have, taken them into consideration and felt 
on balance they are outweighed. One is your flexible 


formula for economic growth which would, of course, 


| benefit the prosperous hotels but wouldn't do anything 
| for the hotels that are not prosperous because it's 


; setting aside tax monies which are generated by pros- 


perous units. The other is, of course, the expenditure 


| of this would be subject to government control. In fact, 


| you would have recognized both those points, I assume, 
| 


and still think it is a good idea. 


MR. NAYLOR: Well, sir, in the first place I 


| have got to admit that there is nothing logical about 


this. It is done, evidently with some success, in other 
countries. I believe Sweden and Germany have been cited 
as examples. It seemed to us that it was an answer, the 
best answer we have found to this question of what we 
call unfair competition in our industry where the gentle- 
man here quoted D.B.S. figures about the ratio between 
beverage revenue and room revenue. 

Beverage revenues undoubtedly are of vital 


importance to all hotels, more so to some than others, 
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G6 1 This phase of theindustry is getting highly competitive 


| 
j and a lot of it has gone to non-profit organizations. 


Now, non-profit organizations are bad enough 


| 
l 
4) competition, tough enough competition, in the day-to-day 
| operation, but they are able to accumulate surpluses 

| out of their revenue, to which new constructicn and new 

| 

| alteration is made so we are not only losing out competi- 

ei in our day-to-day operation, we are, in the long 

run, losing out the whole race in that they will end up 
10 in this regard with much better premises than the hotel 


11| man can because the money that the hotel man pays to the 


12| Government in income tax the non-profit competitor can 


| put it in the new plant and equipment. 


I don't know whether I have expressed that 


| 
t 
t 
15| adequately or not. 
| THE CHAIRMAN: You expressed yourself very 
| 
17| clearly. You have taken us into your second matter 
1g| here which I think is a good idea. Does anybody want to 
19 gO back? 


20 | MR. NAYLOR: We feel that such a reserve is 


91 | necessary. That is the only answer we can see to this 


22|| problem. 
93) THE CHAIRMAN: I would have thought that you wou 


ot hoon given us a different answer on page 5 when you say: 


5) "We recommend that all non-profit, tax- 
26 | exempt organizations, clubs and associa- 
27 tions should be compelled to inrorporate 
28 | under the Companies Act. Such a policy 
29 | would make necessary the filing of a 


50. f complete financial statement which would 
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show the state of surpluses and real 


2 property assets.” | | 
3 MR. NAYLOR: That is another answer, from anothes 
4| point of view. The first one is something that could be | 
, done by a change in the Tax Act. We feel the other one : 
«| has to be a political, probably a political approach to | 
7| the whole question. 
al THE CHAIRMAN: Well, we were curious, I think, 
oI as to why incorporation under the Companies Act would 
‘ol achieve what you are after; why you wouldn't expect a | 
a more direct approach under the tax laws. | 
12 MR, NAYLOR: Mr. Corbett went into this with i 
a) == hotel people in ve east, Lthink., I°think he ean : 
al answer that. U : 
is THE CHAIRMAN: We have had a representation | 
16 on this score before, and the solution put to us was a | 
17) different one than your own. That is why I am pressing | 
18 Lt; | 
- MR. CORBETT: This was a partial solutimthat 
99 vas volunteered when we had a meeting in Ottawa last | 
91 | March and under the Companies Act it would require a 
yy) full disclosure of their assets. | 
3 THE CHAIRMAN: To whom? 
24 MR. CORBETT: To the Government. I think it 
a was - or I believe it was - attempted with a good deal 
26 of success in the United. States as a solution to their 
27) unfair competition. They eliminated a tat of organiza- 
| tions being set up under the Societies Act who are not 
4 required to make a full disclosure of their assets and : 
39 | in this way are able to build up quite a creditable 
| 
| 


Gd 


i 


| 
| 


4 


"amount. 
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THE CHAIRMAN: Private companies do not now 


J file full statements. I would thinttwuld require legis- 


4| lation to make them do so. 


5 


i" 
bo 


d 


17 


18 


19 


20 | 


21 


sir. 


MR. NAYLOR: This was done in the United States, 


A bill did pass the first reading in Congress where- 


by an organization, fraternal or non-profit organization 


that catered to other than members, then became subject 


to this ruling. Where it was a legitimate organization, 


| catering only to members, they remained as such but 


where they stepped out of their own field and went into 


direct competition with taxpaying businesses, then they 


felt they should play the game according to the same 


rules. 


THE CHAIRMAN: If you are only going to ask 


them to file statements, that is not going to do very 


much; 


Surely what you would require is that they would 


lose their tax-exempt status if they go into commercial 


business? 


MR. NAYLOR: This is whet it would lead to. 


We are reaching for that, yes. I think it got worded 


22| this way because a start has to be made somewhere. As 


; 


far as we could ascertain notecv really imows exactly 


24| What revenue is available, and whether or not it would 


25 


26 


27 


28 


29 


30 | 


be worth having the machinery set up to collect it. I 


think if these financial statements are made available - 


we don't have that answer; we can only surmise it, which 


really isn't good business. We don't like to speculate 


on it, 


COMMISSIONER GRANT: Have you given any thought, 
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GQ 4] or are you able to give us any suggestions as to how you 


would determine what competitors of yours are paying 
taxes? 

MR. NAYLOR: Well, as I say --- 

COMMISSIONER GRANT: What yardstick would you 
use? 

MR. NAYLOR: In the United States the yardstick 
used was where they catered or solicited business from 
other than their own members, and we know that many of 
these organizations are actually advertising for banquet 
business, wedding parties, and the like, aren is‘a Pield 
of many hotels, particularly the hotels known as conven- 
tion hotels who have all the facilities to cater to 
organizations, to dinners, and things that like, and we 
feel that these people, when they step out of their 


actual club activities and start competing in the open 


| market for business, that they are placing the hotel man 


in an unfair position. 

THE CHAIRMAN: I don't see why you don't come 
out forthrightly and say, "If these people are going to 
be commercial in their activities, they should pay taxes. 
We hereby recommend they do." 


MR. NAYLOR: I agree with you. I think that 


| perhaps is --- 


MR. CORBETT: This method was selected because 


some time ago when this was discussed with the Tax 


|| Department they felt that the problem of collecting 


would cost more than the money they might collect so we 
then felt if they had full disclosure of monies earned 


that this would prove to them beyond a doubt it was 
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| THE CHAIRMAN: Okay. I would presume in 3, 
3) with regard to expense accounts for commercial travellers, 
4/as well as convention and sales meetings, that was really 
5| in anticipation that the drive on expense-account living 


6|/ in the United States may spread to Canada; is that what 


7| you had in mind? 

8 MR. CORBETT: Yes. 

9 THE CHAIRMAN: Since it has not yet spread, 
10| perhaps we can move on to Item 4, equipment write-off. 
ite, seems to me there is some validity to your suggestion 
12); here that es, distinction should be made between the 

13| building and the equipment therein and that they should 
14) not necessarily be lumped together, as you have 

15| experienced. That has been the case in certain instances 


16| heretofore, I gather. 


17 | COMMISSIONER WALLS: Would there not be some 


18| difficulty in the separation of the valuation of the 
19) building as a whole as to the vaiue of the components, 


20 || because where do you stop in these components? An eleva- 


21 tor is a component; electrical wiring is a component. 
ne ’ MR. WAINWRIGHT: Mr. Chairman, Mr. Wallis, this 


is quite true, but in our costing accounting today you 


+ 
24|| can determine what these costs are, and they are consi- 
25 derable in their aspects. The heating system or the 


ag lietevator costs as opposed to the structure proper, and 


27 accordingly we are suggesting that these be set up in a 
28 | different classification because they become deteriorated 
29] quicker than what the actual buildings are subject to. 


30) COMMISSIONER WALLS: ‘That might apply on a new 


ee 
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Qu 


Gil “building, but suppose you bought an older building: how 


| 
»| would you arrive at the cost of the wiring, and so on, 
: in that building, because if you are going to make it 
.| applicable to one component, you have got to make it 
i applicable to all of them. 


MR. WAINWRIGHT: This is true. Unless you 


| 
| 
6) 
, have the cost in the original case it would be somewhat 


g| more difficult to determine the cost. This would be a 


9, Problem that would have to be solved, but it still would 
10 2° prevent - wiring is an isolated case. We are talking 


i 


| more of where there is heating equipment becoming obsolete 


11 


if 


12} 


| e 

ped worn out much earlier than the building itself, but 
| under our present structure they are written off at the 
| 


13 
+3 same rate as the building. 


THE CHAIRMAN: You are not extending this to 


| wiring and plumbing, are you? 


| MR. WAINWRIGHT: No. We are stating here 
particularly heating equipment. Elevators and escalators, 
assets of that nature. 

THE CHAIRMAN: When you say ‘of that nature,” 
of course, I don't know how far you are taking it. I 


think you replied affirmatively to my question as to 


or did you say that you wouldn't? 


24 

95 MR. WAINWRIGHT: No, I think this is not 

26 applied to wiring as such or plumbing. 

97 THE CHAIRMAN: Thank you. 

28 COMMISSIONER GRANT: I was wondering if your 
29 test as to what is part of the structure would not be 


| 
| 
22 
93 whether or not you would separate wiring and plumbing, 
determined by more or less the legal definition of a 
| 


ee ant 
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fixture. That is to say, your radiation would be seat of 
the structure but your boilers which generate the heat 
would be in the nature of machinery and equipment, and, 
therefore, you would be allowed a high write-off on 

those items and that would apply to your air conditioning 
system; anything that was in the nature of a motor or 
filtering system, and so on. They would be in the 
category of machinery or equipment? 

MR. WAINWRIGHT: Yes. 

COMMISSIONER GRANT: And as such subject to a 
higher write-off. So, too, with motors to run elevators 
and escalators, whereas that part of the structure that 
is built in°and «became an essential part of the build 


ding, and a fixture of the building, would be regarded as 


part of the building and subject to the building writ off 


MR. WAINWRIGHT: Perhaps there is a legal 
distinction there and perhaps the component parts of a 
particular unit, such as the elevator, one component 
part, would last longer than another, but overall there 
isn't that. 

THE CHAIRMAN: I would like to agk Mr. Grant 
right ne whether there isn't adiffererre between Quebec 
and the rest of the provinces in respect to movables 
and immovables. 

COMMISSIONER GRANT: Yes, there is. 


THE CHAIRMAN: Which might cause trouble, I 


COMMISSIONER GRANT: I think so far as the 
application of the laws is concerned, at the present time 


the law that applies to the common law of the province is 


| 


23 
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| the law that is being enforced and you are allowed to 


write off what you regard as the component part, as 
distinct from the basic parts, at a higher rate of depre- 
ciation. 


THE CHAIRMAN: Not in all cases. This is the 


| basis for possibly the lighting and the air conditioning 


| which is frequently included in the total cost of the 


building and amortized at the same rate of building in. 
the income tax practice. 

© MR. WAINWRIGHT: That is right, either 5 or 
10 percent. The 20%, class 8 rate, is what we would 
like to get it into. 

THE CHAIRMAN: I would assume a reply to you 
would be: if we should segregate this, we would then use 
a lowerrate on the building and class 8 for the others. 
Wouldn't you assume that? 

MR. WAINWRIGHT: Yes. 

THE CHAIRMAN: That, of course, would be 
perfectly satisfactory? 

MR. WAINWRIGHT: Yes. 

COMMISSIONER PERRY: I just had one point on 
this item; I notice in the proposal for carpeting you 
mention it in terms of straight-line basis. Now, is 
there some reason for this? Normally it is only farmers 
and fishermen who depreciate anything on a straight-line 
basis for income tax. Was this intentional, or just a 
Slip of the tongue? 

MR. WAINWRIGHT: No. I think the President 
here will bear me out in this. Experience has shown that 


carpeting does not last any longer than a five-year period 
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in a busy hotel and owing to requirements for renovation 


and alteration, your carpeting is obsolete usually within 


that period of time. This is the reason for the suggested 


one-fifth write-off, or 20% on a straight-line basis. 

THE CHAIRMAN : I don't think that makes the 
point. If it is going to be written off in five years 
on 20% straight-line basis, this is as good as the 404 
on the diminishing balance, is it not? 

MR. WAINWRIGHT: This, perhaps, works that way. 

COMMISSIONER PERRY: What is it now; 20% rate 
which is the class A? 

MR. WAINWRIGHT: Yes. What we are suggesting 
is the 40% calculation is right on the diminishing 
balance. 

THE CHAIRMAN: When you speak about a straight- 
line rate, we are wondering whether you want to avoid 
recapture. That is not what you had in mind? 

MR. WAINWRIGHT: No. What we do have in mind, 
we would like a realistic rate to the life of the asset. 

COMMISSIONER GRANT: You could not go on 2a 
straight-line basis for certain parts of your equipment 
and a capital cost allowance basis on another, could you? 

MR. WAINWRIGHT: No, that is true, but in 
answer to that question, you are having leasehold improve- 
ments written off on a straight-line basis whereas 
capital assets are also written off on the diminishing 
balance. 

MR. NAYLOR: I might mention - I think this has 
come about in recent years more because carpeting is now 


used in high traffic areas whereas it never used to be, 


i 
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G15 1] except in really luxury hotels. Now, this was widely used 


2 in so many hotels that there is a growing demand for 


3] better write-off. There never used to be carpeting in a 


4\| Lobby of a hotel; either terrazzo or a cheaper hotel - 


| 
5| that would be linoleum, something like that. 


6! THE CHAIRMAN: Carpeting is a lot tougher than 


ay 


| 
iat used to be? 


8 MR. NAYLOR: Yes, it is getting tougher, and 


9| this nylon under abrasion will wear almost indefinitely, 
10) but this is the weakness of - people drop hot ashes on 
bd: cigarette ash, and so on - there is some difference 
12| Of opinion on this. A lot of people still think the old 
13| wool is still the best all-around carpeting. It resists 
14) burning, which is quite a thing in hotels. I put down 
7 new carpet in a room six months ago and this room 

16|| happened to be damaged. The carpet has got to be taken 


up already because of burns. 


to you, but it can happen, so averaging it all out between 
accidents to carpets, high traffic areas which were never 
| used before, I think it averages out that you get less 
life out of your floor covering than used to be customary 
in the industry. 

COMMISSIONER GRANT: Of course, it depends on 
the policy of the management. All hotel rooms are 
insured for fire. 

MR. NAYLOR: You cannot make claims on - if you 
have a multiplicity of little claims, you will find your 
insurance rates go up so I doubt if many hotels make 


| 
i 
| 
Now, this is something that happens very seldom | 
claims for these little $25, $50, $100 damages. 
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THE CHAIRMAN: Thank you very much ceed. 
gentlemen. I think we understand what you put before us 
and we will certainly consider your eg LS Wiad 
be some time before we report, but I can assure you we 
will keep gen thoughts before us. Thank you very much 
for Vana today. 

MR. CORBETT: Thank you very much, sir. 

THE CHAIRMAN: All right, Mr. Secretary.. 

THE SECRETARY: Mr. Chairman, Mr. G.M. Bell is 
present this morning. Mr. Bell could not be. present 
when we were going to be in Calgary and has come forward 
to Vancouver to present his brief. I will now enter this 


brief into the record as Exhibit No. 135. 


--- EXHIBIT NO. 135: Submission of Mr. G.M. Bell. 


SUBMISSION OF MR. G.M. BELL 

THE CHAIRMAN: _Thank you, Mr. Secretary. Good 
morning, Mr. Bell. - 

MR. BELL: How do you do, sir. 

THE CHAIRMAN: I should congratulate you on 
your recent election as a Director of the C.P.R., which 
I think I noticed in yesterday's paper. Am I correct? 

MR. BELL: Yes, sir. Ihave to commiserate 
with the other directors. 

THE CHAIRMAN: I said that for two reasons. 


One: because I meant the congratulations, and the other: 


99| thought I had, but I wasn't sure. We have read what. you 


put before us with some interest and we will have a few 


29 


30 


ebay 
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questions to put to you. Your major activity, Mr. Bell, 
ig a newspaper publisher; am I correct? 
MR. BELL: Yes, sir. 


THE CHAIRMAN: In Calgary, the Albertan, I 


| think, was your paper, and unquestionably if you live 


in Calgary, you will have some familiarity with the oil 


i business, too, 


MR, BELL: Yes, I have been in the oil business. 

THE CHAIRMAN: And I rather suspect that your 
remarks with regard to the distinction between capital 
and income in the Act were based, to some extent, on 
your experience in the oil business; am I correct? 

MRS BELL? Yessir. 

THE CHAIRMAN: I note the oil industry has had 
difficulty in this connection. At least, I understand 
they have. Some members have, You start off by saying: 

"The arbitrary attitude of thé Department, 

because of the indefinite nature of the 

Tax Act, puts the taxpayer in a most 

unfair position by making him seek the 

court for a decision, while interest 

continues on tax arrears and non-deduc- 

tible court costs mount.” 

The arbitrary attitude which you refer to is, 
I assume, the decision by the Department as to what is 
capital and what is income. Is that what you have in 
mind? 

Mn. Bebb: “Yes, ‘sir. “In fact, 1 doen't tiige 
there is any official reference to capital anywhere. 


This seems to be a presumed term, as far as the citizens 


G18 


2 


3 
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are concerned. I think because of this particular defi- 
ciency in definition that there is a great amount, a 
considerable amount, maybe a great amount, of intent on ' 
the part of the community to-indulge in what they feel 
are capital activities, resulting in capital accretions 
that the Department consider as income, and I think it is 
fair to say that those that are professional in the 
matter of interpretation of the law, and the presumption 
of the law, that is the legal profession and the 
accounting profession, at least in my experience, and in 
the communication that I have made with others, we have 
never been able to find, or to get an opinion that doesn't 
have a qualification with it. 
in other wads, nobody seems in all of Canada 
to be able to say, with certainty, that such-and-such an. 
activity is in fact in the capital field, to wse this 
term, and because of this great uncertainty I submit, 
sir, that there is then a great withholding of capital 
venture that I think the country sorely needs. 
THe CHAIRMAN: Are you under the impression 
uncertainty is greater in Canada than elsewhere in the 


world? I gather that there is uncertainty in every 


| country in this area and I do not think that that is any 


reason for not trying to clarify it or to reduce uncer- 
tainty. 

MR. BELL: Yes, you are probably right. Until 
recently, I think it is true the U.K., for example, has 
studiously and diligently by-passed the matter of capital 
definition but recently I think they invoked some law in 


connection with speculative gains. 
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THE CHAIRMAN: That is right. 


MR, BELL: That may be a somewhat circuitous 
way of getting about this particular subject, in reply 
to your query? In the United States people seem to 
compalin that notwithstanding some definition of capital 

nd the terms that are employed in definition, notwith- 
standing that, there is still the Sri eee business of 
capital and income. 

I also submit that where there is this capital 
definition, there is, at least a soimewhhat lesser attitude 
of arbitrarily determining anything as income. 

THE CHAIRMAN: One would think that might be 
so, but if one sweeps up a lot of transactions by a 
general classification, I think that is a better word 
than.: definition, to apply to either the: United States 
or the U.K., it removes a lot of transactions from the 
uncertain area, anyway. 

I think that in both those countries they have 
very much the same trouble as we do. Certainly, the 
American administrators in the United States have not 
succeeded in a clear distinction between capital and 
income. As you are probably aware most economists can 

see very little justification for the distinction between 
capital and income as accepted in the States and Canada an 
che ay ne We have heard a good deal about this already i 
the briefs we have received. Mostly people saying to us 
that they cannot see much difference between the two, 

and it provides spending money to the recipient, as a 


rule, and that they are both income. That is ignoring 


2un7 
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traditional difference there is in Canada and in the 
United Kingdom, and I think also in the States. 

MR. BELL: I think, sir, that the essence of 
the issue is not the merit or otherwise of the declara- 
tion of goods as income and assessing of taxes. I think 
the tllusion that exists that by certain activity that 
things might be - you take the risk of loss, too, and 
that if there is an accretion in the original investment 
or amount, that that is in fact a capital accretion but 
economists - and I certainly have only read a few of 
them - but there is a Dr. Lutz, a not unimportant econo- 
mist, I think, of Chicago who points up that one of the 


tests of capital in this particular context with the 


| realization of capital increment, one of the tests is 


i what was done with the increment? Was it spent or was 


it put into other capital goods that would produce 
income? I think that is not an unreasonable test but to 
be specific about the tax authority and terminology, I 
think - I am just a layman - but I think two essential 
tests are in the adventure in the nature of trade, and 
intent. 

‘Adventure in the nature of trade, I think, is 
a term from the English customs history of about 1305 
that has found its way down to the Canadian Tax Act in 
1949, went through some British evolution, and I submit, 
sir, that this is a very indefinite terminology, and the 
matter of intent, I think, leads to a tremendous amount 
of discrimination. 

I think that - let us say most traders in the 


stock market have an intent of making some money, a 


; 
“eu at 
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G2l 1) profit, a term employed in some areas with disrepute and, 
{ 


consequently, under the Act that in fact should be taxed 
because apparently, according to some of the authorities 
in the Tax Department, because it would be improvident 


to attend to this great mass of accounting, tnat these 


' levies are never made. 


On the other hand, maybe in some other segment 
of the society gains are made and the accounting and 
other procedures are not quite so cumbersome and are 
Singled out. I am not trying to make a case for any 
particular person but I do think that these are discri- 
minatory things that are happening every day and I don't 
think there is any justice or equity in that type of 
discrimination. 

THE CHAIRMAN: I think it's in fairly recent 
times that the Tax Department has directed itself against 
land transactions to the extent that it has, 20 years, 
perhaps 15 years ago. Perhaps they have put more weight, 
more effort, into taxation of those lands than they have 


securities. I don't know whether this is so or not, but 


| it has been suggested. 


MR. BELL: There are other tests, frequency 
of trades and time. None of these things are in any 
Act. Certainly time is not and yet the Department 
employs time as its own test, particularly when an inequi- 
table situation arises. Let me say I fully sympathize 
with the State in the fight for its income, and that it 
has to be raised and that it is going to be raised 
largely through areas that are the most able to pay. 


Now, where the Department - and to use its 
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1] own term - says this is a grey area of the law, let the 
courts decide. Taking it from there, what happens? A 
taxpayer - now, this is the courts to decide, this is 
not an issue of any wilful evasion of taxes or some 


other dishonest approach to things. This is in the grey 


Department: let the courts decide. What happens? The 
taxpayer, first of all, he has to put up the amount of 
the assessment to even get into appeal. Whether or not 
the interest on the amount goes to the State or goes to 

loaning agency is of some concern but what happens is, 
of course, that the interest continues during this 
process of the adjudication. 


I think it is a matter of observation. I don't 


think anybody would challenge it, particularly if you 


5 
6| area. This i¢ the terminology that is used by the 
F these things through to their logical court process, 
the lapsed time, I think three years, or it might be 
considerably more than that. At the rate of taxes, 
that would be 18% in three years, 6% a year, and all of 
it, the onus is ‘on the taxpayers themselves to declare 
something in the law that even the Department cannot 
Aarcactiens determine and it seems to me that if these 
things arise, at least pending the decision,no interest 
Should be levied against the taxpayer and certainly I 
think some of the cost factor that he has to indulge in 
should be, at least some of it, should be given relief. 
by charging against his income because the recipient of 
that income is certainly paying taxes on it so it is not 


that the State is being denied anything. I think it is 


just equity and fairness. 


‘ 
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I submit that the term "adventure in the. nature 


| of a trade" should be stricken from the Act or some more 


| definite term should be included, and then the legal 


| 
| 
| 
4 and accounting vrofession could - at least the greater 
5) Dercentage - have in this hazardous area a determination 
6, at least established and they could render judgments to | 
athe client. 
8! THE CHAIRMAN: You believe that the imposition 

9| of capital gains tax would remove some of the difficulties? 
10 | MR, BELL: I do, but I do not parieve in the 


H 
11) Fole of capital gains tax particularly to add some relief 
| 


i 

12 in this matter of income and capital determination, 

13| although it is a point.I believe that in the society - 
H 

14| that since the State needs money, that all of the areas 
| 


15] of ability to provide the money should be investigated, 


16) and certainly incremental aspects of capital realized, 
bntane just a book entry, but realized; certainly could 

sal tseeeees to pay some of the costs of running the community. 
19 COMMISSIONER WALLS: My. question primarily deals 


29|| with your paragraph 8, and your paragraph 13. In para- 


| 
| 
| 
2 
: 
| 
| 


| graph 13 you say if the sales tax were increased 20%, 
39] this would permit the elimination of some of the lower 
23)| brackets and the easing in the upper brackets of income 
24|| tax. 

25 In paragraph 3 you make the recommendation 
26 | to eliminate ' most of the exemptions on wanda 


27| tax. First of all, of course, I should like to congra- 
28 | tulate you on being a brave man these days, in view of 
29|| recent happenings, to make such a recommendation, but 


30) 1¢ seems to me that you have not - and I would like you 
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| 
| 
aol 1} to correct me in this - you have not taken full advantage 


2! of your figures here. 


"| I think you have a great deal more than 200 
4! nillion so work with, I think you have 800 million at 
5 least because your 200 millinn is based on your 20$ of 


6| the sales tax collected last year, which was a little 


7| over one billion dollzs. 
8 MR. BELL: Your figures are a little more 
9! recent than mine. They were not available to me, 
10 COMMISSIONER WALLS: But your figure is quite 


11! correct insofar as you deal with the actual sales tax 

12) paid last year, but now, if you eliminate most of the 
execmptions, a very conservative figure on that would be 

14 about 500 million, so you now have one-and-a-half 

15! billion to take the 20% off, which would give you 300 

16! million instead of the 200 million plus your 500 on 

17 exemptions you have eliminated, so it seems to me instead of 


18/ 200 million to work with, you have 800 million to work with. 


19 MR. BELL: There is a little semantic difference 
20 


here in the term "exemptions," but I must confess that 

I was not foreseeing what the Finance Minister was going 
to do, nor did I take the exemption factor quite as far as 
he did. I think in the consumer goods area there are 

a lot of so-called essential items that do not bear the 
taxes and it was my view that there could be some revi- 
sion in this without endangering the stimulus of the 
capital input in building, and so on, and foodstuffs, 


and things of this nature. 


My particular interest here was in the revenue 


== incidence of taxation; not necessarily in the jncreas> 
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of income, bearing in mind again the basic principie, 

or some of the basic dette of levying taxes in the 
community, and it strikes me that about a million-and-a- 
half taxpayers with income less than $3,000, paying 

$160 million in income tax, and some 495 people earning 
over $100,000 pay some $33 million in taxes, and 2,500 
others earning $50,000 to $100,000, and so on, with the 
sweeping gradations of taxes, up to a certain sates: 
that some relief at each end of this scale might be 
given. 

Certainly the $160 million would find its way 
into the consumer goods market - a considerable amount of 
that would pay the sales tax. I am not an economist so 
I couldn't employ co-efficients generating acceleration 
and times in a given time that that particular money in 
the consumer market would evolve, but certainly it would 
be of benefit to those paying, that would have great 
difficulty in paying even the $160 million. They are 
also paying some taxes, of course, through the sales 


tax. The upper level of the income taxpayers, I submit, 


| with this majest relief of $40 million spread over the 
| L00-odd million paid by them - considerable of that 


| would find its way into the capital market. 


COMMISSIONER WALLS: In reality, then, you do 
not necessarily want to increase revenue, as such, from 
the sales tax; only sufficient to take care of the two 
factors? In other words, all that you require, whether 


taken from exemption or taken from an increase in the 


| 20% 1s your $200 million; is that it? 


MR. BELL: This is the particular attitude that 
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I submit is merely the incidence of taxation, not, at the 
moment, to generate more income. I think, though, the 
economy would benefit and certainly the administration 
of the Tax Department would be a lot easier with a 
million-and-a-halif people removed from it, so that their 
particular complaint - and it is acurious thing that some 
of the more liberal people in the community have not 
made the issue on capital gains tax that you might anti- 
cipate, and I think probably because on investigatim 
they find that the cost of administration seems to make 
the whole application improvident. 

in the United States, in the last %ax year, 
there was some $54, $56 billion of income tax and capital 
gains tax collected federally, and yet the total capital 
gains tax was only about $1 billion, but surely, with 
the electronic devices that I understand the Department 
is renting, and the tremendous relief that can be given 
from the removal of a million-and-a-half people, that 
the levy of a modest capital gains tax would render a 
net income to the State. 

COMMISSIONER WALLS: You stiil feel in favour 
of a aredeted scale in between the two levels that you 
are talking about? The use of the graduated income tax 
scale? 

MR. BELL: There have been those, of course, 
that I have a great respect for their judgment, beers 
have suggested that there be a straight-line levy on 
income tax that would yield just as much money as the 
State gets now. I wouldn't particularly challenge that. 


-I don't know whether society can accept it from a 
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THE CHAIRMAN: You have just stated that the 

| united States capital gains yield was about $1 billion. 
| I was wondering where you got that figure from. 

MR. BELL: I have had some difficulty getting 
it. 

THE CHAIRMAN: I have triad to find out what 
their yields were, because they don't sort it out on their 
tax returns and it can only be an estimate and I haven't 
seen a good estimate. 

MR. BELL: I asked the American Counsul in 
Calgary to assist me in this and I got quite a fund of 
information that I had to return to him, and about $1 
billion was the figure from theInland Revenue Service. 

THE CHAIRMAN: Thank you very much, I will pursue 
that figure because I am extremely interested in it. We 
haven't got one. 

MR. BELL: I have yet to find anybody that 
could tell me exactly what that is. Funston of the Stock 
Exchange has commented on the capital levy in the United 
States and, of course, under these new revisions that 
are being proposed there is even going to be a graduated 
scale, and there were figures submitted. If the capital 
| levy was reduced to, say, about 123%, that it might 
| yield five billion instead of one billion, 

COMMISSIONER MILNE: This is really for my own 
: personal clarification, because you have made rather a 
| point all through about everything being clearly defined, 
| and this does apply in more than this one instance, but 


f it's in item 3 that I am asking the question, You suggest 
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the consideration of a capital gains tax.- which very 
definitely will be done, that is consideration will be 
given. Are you also suggesting the imposition of a capita 
gains tax? Am I right in assuming that? 

MR. BELL: Yes, and my friends are hardly my 
friends as a result of it. 

THE CHAIRMAN: I have got a note here, but I 
can't Pind it - referred to in your submission. You 
apparently suggested that losses in developing resources 
should be allowed to a greater extwat against personal 
income. 

MR. BELL: Yes, sir. 

THE CHAIRMAN: Would you enlarge on that? 

MR. BELL: Yes, I think that. is in 7, or in 5. 
Much comment is made about foreign investment in the 
extractive resources of Canada, and that there is a 
great weight of ownership on the side of foreign interests 
Personaly, I think Canada is the beneficiary on that 
score, but one reason for this is that, at least, the 
United States permits individuals to explore in the 
highly speculative extractive industry area: mining, 
oil and gas, and permits that upon abandonment of 
a failure, that the cost can be charged against personal 
income, 

Now, IL suggest, sir, that very few Canadaians 
as indfividuels - Lidon't mean by the corporate route, 
but as individuals - put any of their money into these 
ventures because their chances are they will lose, and 
there is no way in whch they can write it off, and, 


moreover, under the new legislation, if they succeed, 


ANGUS, STONEHOUSE & CO. LTD. 2456 
TORONTO. ONTARIO 


G29 i] they eannot sell it except as income. This is now clearly, 
b aeritits so that if we want more Canadians to take part in | 

ral Shia ventures in the extractive industry field: oil and 

| gas and mining, I suggest that this type of relief by 

_ being able to charge against personal income would have 

|a fairly dramatic effect on sources of capital in Canada 


} 
| 
7| by Canadians who go into this type of venture. 
{ 
| 


8| THE CHAIRMAN: I have seen Americans in the 

9| 90% tax bracket spending money in Canada on exploration, 
! | 

10 because, as you say, the loss is $9 of the Government's 


11; money and $1 of their own. They can well afford to 

12] take some very tall risks where, if they are successful, 
13; the pay-off is in capital gains tax, which would be a 
ieltety reasonable rate, and I ask you whether you believe, 
15| despite what you say up to nav, it: would be in the 


16) interests of the.Canadian nation to try and match that 


17|| legislation. I am rather doubtful. 


18 | MR, BELL: I think so, sir. I think that 


19; there are many - of course, to employ the correct 
figure to all this 88%, or whatever the upper ranges 


| of tax might be - that is the Government's money and, 


of course, technically it is the Government's money but, 


their money. ‘We don't have any money. If, of course, 


this is evolved that, of course, will remove all interest 


23|| of course, if they raise the tax to 100%, it is all 
in these meetings. 


27 THE CHAIRMAN: We will all go fishing. 
28 MR. BELL: So that I say that I think if | 
29 


there is anything to this business of Canadian partici- 


6.30 patton in their own resources, there has to be some kind 


ANGUS, STONEHOUSE & CO. LTD. 2457 
TORONTO. ONTARIO 


of incentive. The hazards are quite measurable. If you 
are up against expropriation by virtue of the income tax, 
and no relief for charging against your other income 
resources, then I submit that is why we don't do it. 

We won't continue to do it and we will sit and talk about 
what a wonderful country we have; all these wonderful 
mineral resources, and we will have them 200 years from 
now. That is actually happening in Alberta, and we will 
have 6%, 10%, 15% of the peqie unemployed. Excuse me 
sort of sermonizing. 

COMMISSIONER GRANT: Most of the exploration 
work which would be undertaken now, and the type of work 
that you envision in paragraph5vuld, I suppose, be 
undertaken by a limited company, joint stock company? 

MR. BELL: ‘Yes, sir. 

COMMISSIONER GRANT: Whereas if the proposals 
which you advocate here were put into effect, then that 
would give an incentive for an individual tosrike out 
on his own? 

MR. BELL: Precisely. This is done, sir, in 
the United States to a great extent and I think you will 
find that they have a tremendous so-called independent 
interest in the development of these resources in the 
United States and they, of course, ae being developed 
almost to the optimum so they are going elsewhere. They 
seem to think - at least in the past they did - that 
Canada is not unattractive. So if it is good for others, 
I don't think it is too bad for us. 

COMMISSIONER GRANT: That risk capital has 


been undertaken by the individual himself in his opin 
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| right, without being incorporated? 


MR. BELL: That is right. Now, as far as 
Canadians are now concerned there has been given more 
definition to this particular area which favours companies 
and usually deal with all of the items of the tangibles, 


intangibles, land cost, particularly, and these can now 


“Of course, if there is any sale of them, that that is 
income." Well, that is good for the campanies 

in perpetuity, and so on, and all other concepts of 
corporate life, but with an individual that gets into 
this type of ativity, if he succeeds, and I can illustrate 
that they can in a number of places, that the demand then 
for further capital is tremendous and then the individual 
must assume that tremendous responsibility or sell out 
but there is hardly much incentive for selling out if 

the entire amount is income, and in fact I can show you 
the rate of tax could conceivably come to more than the 
gain and you don't get much of a plea on this score from 
the industry, because industry is 100% corporate. 


COMMISSIONER GRANT: But there is no inducement, 


at the present time, of course, for the individual to 


strike out. 


MR. BELL: That is right. And without indul- 
ging too much in the first person, I think I may be the 
only man, as an individual, that has ever drilled for oil, 
and that is not for the press. 

THE CHAIRMAN: In paragraph 9 you recommend 
incentives as to corporation taxes, “would you consider 


depletion as permitted to the oil and gas industry an 


ibe written off. Before they couldn't be and they said, —7/ 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO. ONTARIO 2459 


G32 4] incentive, or would you consider it a deduction for the 


2| appropriate measurement of income? Have you thought 


4| MR. BELL: Well, yes, to the extent that 


gi is. There is a calculation that must be made for deple- 
g| tion. Did you ask me is this an incentive? 

10 THE CHAIRMAN: I asked you whether it was some- 
i thing used to appropriately measure the income of the 

42 enterprise, or whether it was something over and above 

13| that which one would call an incentive. 

14 MR. BELL: TI eux*t think it is an incentive. 

15 Conversely, I would say that if it wasn't there, there 


16) Would be less development. 


17 THE CHATRMAN: I would accept that readily. 
1g] 1t has probably dome something for development. I have 
19] yet to find a financial statement with percentage deple- 


|} tion reflected in it. I would think that if it was a good 
measurement of income if. would have appeared in financial 


i statements before now. I can quite see that it has as- 


BRR Bw 


| Sisted the development of the oil industry and the gas 
| industry, probably to its justification, but I think 
| that is probably because it would be a good pian to have 
an incentive for such development. 

MR. BELL: I think part of their logic in 
| this industry - and I am speaking over the bounds of any 
| competency - I don't have too much anyway, but one of the 


issues, of course, of depletion is the great need for 
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4| replacement and expansion, particularly in the extractive 
| 


2) industry. That is the only place it applies, of course. _ 


3] It is an arbitrary thing. In the United States 273% 
4| was a political compromise. Whether’it is 275 or 50 


5: percent of the net, or a third of the net, it would be 


6 8 little difficult for me, sir, to say exactly where it 
7 should be. 
a| THE CHAIRMAN: I am not asking you to give us 
9| any measurement of it. 
A MR, BELL: I think it is necessary, and without 
| te, whether incentive or not, there would be a great 
ae ea less development. 
7 THE CHAIRMAN: You are not answering my ques- 
14) tion, but thank you very much for your contribution. 
r MR. BELL: Nobody has asked me, and I don't 
16 know whether you re to --- 
7 THE CHAIRMAN: Please volunteer. 
138 | MR. BELL: In Section 10, again on the inci- 
lene of taxation - now this is something to get more 
| income for the State, and I would have to preface any 


| 
lt of mine that the agencies that I specifically 


contribution, and probably they all do, to the economic 
life of the community and there are no substitutes for 
them but in this business of raising more money, I 
wonder if they don't enjoy some remissions or benefits 
that the rest of the conmnunity has to bear. 

One I have already dealt with is this capital 


accretion area where I think they should be assessed 


something on an economic and social basis and I do not 


| 


ow 
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think a modest amount would deter any of the enthusiasm 
or our ambition to have more of the world's goods, 

In the matter of life companies, for example, 
that don't seem to have to pay very much income tax, and 
1t is an int cresting thing to observe that a report by 
an outfit ean tet Goddard and Company of Boston put out 
a pamphiet that deals with 100 companies, showing the 
greatest growth since 1951. You have to get to No, 16 
before you get away from a life company, and that is the 
Goodyear Tire and Rubber Company. Nineteen was the 
Jefferson Life, and so on. 

If we examine the input of capital into the 
life companies, I think that the presumption that they enj 
<n increments on a compounded or geometric 
basis is borne out. In fact, I can recite certain Canadian 
companies; one that started in 1913 with about $1 million, 
today it's net asset value is $23 million. I can cite an 
American company that started in 1941 with $20,000 and 
its net asset today is $84 million, and I think many of 
us are not persistently, but frequently called upon by 
people in the financial business selling securities and 
they 311 report, and almost certainly with enthusiasm, 
they will try to sell insurance companies, although they 
are getting fewer of them in terms of private ownership. 
All of them recite the fact that they have tax advantages, 

I think it is reasonable to presume, on examina- 
tion of what in fact happens, life companies are, to my 
way of thinking, bankers in the long term, and that the 
policyholders are depositors, just the same as depositors 


4n the commercial banks in the short term. The insurance 


G35 


2462 


ANGUS. STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


4| companies render a great service in provision of capital 

g| and I think the economic vitality of the community is in 

31 their interest, and I suggest that if we examine their 

4) wttmere income for the purpose of compounding - that they 


5| are in fact not paying income tax. True they do pay when 


| they declare dividends. I understand they declare sur- 


7| pluses, which would be double the dividend; haif to the 


: State and half to the shareholders. 
| With mutual companies, of course, as with 


9) 
| 
1g} Co-operatives , which are also, I suppose, mutual, the 
i only measured taxes can be the net worth accretions, and 


12) 1 think that I noticed last month, July, in a recent 


| Lamang that the face value of life companies, 

14| pensions, et cetera, that were sold last month were 
ete over half-a-billion dollars. I don't know what 
16] the basic rate would be, but multiplied by 12, and so on, 
17| that is several hundreds of millions of dollars that 

1s| Smmedtately go to work earning interest, and the interest 
| on the interest. 

20 Now, this is the only place that I know of in 


21 the commercial world that this is permitted. In 1950 


23 || and buying insurance company stocks. They in fact limited 
the dividends to shareholders so that people couldn't 

come in and, of course, manipulate the surplus and 

really have these things for nothing. It was inevitable, 
but on the other hand maybe we have been denied a substan- 
tial income though really even insurance companies could 
hardly find any fault with paying something that could 


be readily determined as profit. 


i S 
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26 1 Then I think the commercial banks, for which 
9 1 haveevery respect, I don't think we would have moved 
3] an inch without them, possibly at the time when the 
4| Home Bank - I am not that old, when some of these finan- 
5) cial disasters took place, they wanted to strengthen the 
6| banking system and they have something called hidden 
7| reserves. Very difficult to find out. They are not in 
gi any statement, yet the rest, the majority of the accounts, 
gi are presumably their net worth. They have multiplied 


10| Considerably when related to-.the input of capital. They 


On the other hand, several of the banks are 
now paying dividends, some dividends out of hidden 
reserves. Last year - I think if you read the Royal 
Bank report and the Bank of Montreal - that part of their 
dividend was the result of declaring a surplus from 
hidden reserves with the commentary, to paraphrase, that 
in the light of examination they did not think they 


needed as much hidden reserve, and, consequently, were 


THE CHAIRMAN: as I interrupt, #@r. Bell? I 
think that what occurred there was a reduction in the 
hidden reserve - I think I remember this - and they were 
brought down to a figure less than the figure you refer 
to here as being 6%; something less than that. 

MR, BELL: The only way I found that figure, 
sir, it was referred to in the budget by Fleming a year 
ago. 

THE CHAIRMAN: I suspect that the dividends 


were paid out of surplus and I would think the tax would — 


| 
going to distribute it. 
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have been paid. 

MR. BELL: That is right. 

THE CHATRMAN: The extent of the tax benefit 
which arises from the hidden reserves would be the defer- 
ment of taxes on the reserves, in the same manner as a 


bad debt reserve in a commercial corporation. 


MR... BELL: -That is right. .I don't find any 
fault with that at all. In the normal banking process, 
and other businesses dealing with accounts, when reserves 
re mace for bad and doubtful debts, as a normal proce- 


jure, I urderstand that hidden reserves take that into 


tH 


have always thought, and I 


have mc personal experience in. it, that they are probably 
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shell be related to the accounts then out 
i 


outstanding in the period in which the reserve | 


The exceptions that are made to that would be 


for financial institutions, such as banks, where the 


reserve might be called cyclical because they have regard 


i 
not only to the accounts then outstanding, but aiso | 
accounts which are likely to appear in the future; if | 


you like, an. averaging of income. I would accept that 
readily as probably an advantage, but this advantage is 


not as to a lower tax rate; it is an advantage as to the 


\ 


deferment of tax payments until a little later on. 


MR. BELL: The same wuld be said, of course, oi; 


} 
; 
t 
' 
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G38 1] the life companies, ultimately in the distribution. must 
2 " be some depletion of surplus, but I am not suggesting 
3] that there is not a case for hidden reserves, but I am 
4| wondering if they should not be reviewed and that maybe 
s| there is not now the same requirement for them and they 
6| have taken care of the cyclical - and, in fact, I would 
7| like to think in my own business I could have some 
gi] reserve, hold my income for some future contingency. 
9 THE CHAIRMAN: We will look at all the instances 


10| that you refer to. We have a pretty good research staff. 


il MR. BELL: You have resources we do not have. 
12 THE CHAIRMAN: We will look it over. 
13 COMMISSIONER GRANT: I was just going to make 


the observation - which I have no doubt is well-known to 
you - that my understanding is that these hidden reserves 


are set up and allowed to accumulate only with the 


express permission of the Deputy Minister of Finance and 
concurred in by the Minister of Finance and it isn't 
within the judgment of the bank concerned to set those 
reserves up. 

MR, BELL: I am sure you are right. The littie 
bit Ie I have tried to use on this kind of 
thing all comes to a dead end. Maybe there should be 
more revelation of these so that there couldn't be the 
likes of me trying to encroach on somebody else's money 
but after such observation as one can make and a littie 
bit of bookkeeping, where 6% presumably would be on 
loans, a measure of new loans - all I can take was the 
bank statement, only one bank that seemed to be under- 


‘loaned in that respect, and apply 6% against it, and it 
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G39 1 seemed to be about $80 million. As I say, that is an 


{i 
| assumption. I don't have the resources or research. 
t 


i 


s/t think I am reasonably right about the life companies. 


COMMISSIONER WALLS: In regard to the life 


ye 


5| companies, Mr. Bell, are you not overlooking the fact 


6 that 2% of premiums is paid to the provinces? 
7 MR. BELL: In provincial taxes, no, I am not. 
| . 
' recognize that they pay a tax on premiums but the 
| fact is, sir, that still an examination of the tremendous 
increment that has taken place in all these companies - 


maybe they have the greatest management in the world. I 


but it seems that they have got a little more going for 


a give them that; they are better than all the rest, 
a than seems to be the case in most other businesses 


| 
15| or how could they make these tremendous increments? 

| 

} 

| 


| 
| 


% THE CHAIRMAN: There is no question but we 
17/| have got to look at the tax paid by most of the elements 


in our society; not just the companies that you referred 


18 

ko: Certainly the ones that you referred to will come 

20|| uncer our review before we are through. 

21 MR. BELL: I think co-operatives are in exactly 
| the same category. I have got nothing against co-opera- 


22 
93) tives. I think they render a great deal but to the 

ae coca that they talk about discounts and patronage divi- 
25), dends, and all that sort of thing, that is fine. If, on 
26| the other hand, after a period of time they obviously 
have a tremendous increase, then they have done that at 
the express - in the express area of withheld income. 


There is no other place for it. 


THE CHAIRMAN: I certainly think it is our job 
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we 


G4o 1| to do our best to see that all citizens of Canada bear 
| 


2| a fair, or as close to a fair, share as is possible of 

3| the tax burden of the country and this can only be done 
4| by looking at all the matters you suggest. 

5 MR, BELL: That is the only reason I am here, 
6|| sir. 

7 THE CHAIRMAN: We are very grateful ‘to you, 

gi indeed. Thank you very much, Mr. Bell. We have all.too 


i a citizens appearing as individuals, as you are, and 

10| we are particularly appreciative about it. Thank you 
fs much. 

12 MR. BELL: I have complained for many years. I 
13] thought I had better get up and say my piece. 

i4 THE CHAIRMAN: Yes, Mr. Secretary? 

15 THE SECRETARY: There are two briefs to enter 
16|| into the record. One, a brief from Mr. C, Beadnall of 


Duncan, British Columbia, which will be Exhibit No. 136. 
-~- EXHIBIT NO. 136: Submission of Mr. C. Beadnall. 


THE SECRETARY: And a brief from Mr. Norman L. 


Hicks, Sidney, B.C., which will be Exhibit No. 137. 
~--- EXHIBIT NO. 137: Submission of Mr. Norman L. Hicks. 


THE CHAIRMAN: We will stand over until tomorrow 


morning at 9.30. 


--- Adjournment 
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